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THE SIZE OF THE FACTORY 


I 


Tue factory is the technical unit of industry. It is the unit 
out of which the business-man must build up his administrative 
system. It is also the unit in which the team-work of industry is 
most directly observed and most closely knit. The changes in 
the size and form of the factory should, therefore, throw light upon 
the mechanical and other scientific progress in production ; upon 
the problems of organisation confronting the business-man and 
upon the nature of industrial relations. 

There are many pitfalls in the interpretation of the statistics 
of the variations in the size of factories over a period of time. In 
what terms is the size of the factory to be measured? A factory 
is a group of workers employed with equipment. There is no 
way of adding together labour and capital in a common unit. If 
labour or capital singly is used as a measuring-rod, the size of the 
factory may wrongly be assumed to have changed simply because 
the constituents, which are substitutes for one another, may now 
be mixed in different proportions. A factory, measured by the 
number of workers, may appear to be small just because it has 
mechanised its processes to the last degree and has been able to 
dispense with labour. If the output of the factory is used as an 
index of size, then other dilemmas present themselves. As between 
two periods, one factory will hardly ever continue to produce the 
same goods physically. This is also very often true as between 
two factories at the same time. Moreover, the physical output of 
a factory depends upon many conditions other than its size; it 
depends, for instance, upon the condition of manufacture in which 
it buys its materials. A firm buying its materials in a highly 
manufactured state will have, other things being equal, a larger 
output than a firm which starts with raw materials. 

Some of these obstacles can be circumvented by using as an 
indication of size not physical output but ‘‘ added value ”—by 


which is usually meant the excess of the gross value of the product 
No. 246—voL. LXxII. R 
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of the factory, in any period, over the costs of such items ag 
labour, raw materials and power. But “added value ” itself jg 
something of a hotch potch of other costs and of profits. More- 
over, added value reflects both size and efficiency. Thus of two 
factories using exactly the same machines, labour and resources, 
one might show a higher added value than the other because jt 
was more effectively managed. It would, according to this 
criteria, be graded as a larger factory although it would simply 
be a more effectively operated factory. If, as occurs in some 
writings on this subject, factories are first grouped by size (as 
measured by added value) and size is then correlated with efficiency 
(as measured by some such index as added value per employee) non- 
sensical results are obtained, for, in ranking the factories ostensibly 
according to size, they may in fact have been ranked according to 
efficiency. 

In what follows (where changes in the size of the factory will 
be measured in terms of workers and of volume of production) 
two other statistical traps must be indicated. When factories 
are grouped by the number of workers employed in them, the 
size of the factory may appear to change because trade has 
become more or less active. So that years of boom conditions 
will appear to record a high average size of factory, years of 
depression a low. The second trap is the familiar one of weight- 
ings. Ifthe overall average size of factory increases, this may be 
due to the average size increasing in every industry. But it is 
quite consistent with no increase in the average size of factory in 
any one industry. It may be due, that is to say, to the relative 
increase in the size of those industries which normally have the 
large type of factory. 


II 


When the available statistical material in the industrial 
censuses of various countries is examined the first impression 
created is one of heterogeneity if not of confusion. Within each 
industry there seems to be a very wide range of size. Thus in 
1937 in the United States there were thirty-four steel mills with 
less than fifty workers and, at the other extreme, fifty-three steel 
mills with more than 2,500 workers. There were 2,878 butter 
factories with less than six workers and six factories with more 
than 100 workers. So that some steel mills were smaller than 
some butter factories. 

There are many industries where the average size of factory is 
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large, many cases where it is small. In 1935 in Great Britain, 
aircraft, biscuit, iron and steel, sugar, tobacco and tinplate 
factories had more than 300 workers on the average. But 
factories engaged in grain milling, lace, sports requisites, jewellery, 
distilling, leather goods, bacon curing, small arms, bread and 
cakes, employed on the average less than sixty workers. 

There are many industries where the average size of factory is 
increasing. In the United States, between 1914 and 1937, 
thirty-one out of 204 industries at least doubled the average size 
of factory as measured by workers, the most striking increases 
being found in factories making aircraft, washing-machines, 
motor vehicles, corn syrup, asbestos, pens, cigarettes and cigars, 
agricultural implements, chewing-gum and in flour milling. But 
sixty-three out of the 204 industries showed a decrease in the 
average size of factory, including those making ice, condensed 
milk, sewing-machines, fish-nets and window shades.!' In many 
expanding industries the average size of factory was falling; in 
many contracting industries the average size of factory was in- 
creasing. There was, that is to say, no simple relation between 
the average size of factory and trends in the size of the industry. 
Nor was there any direct correlation between the size of factories 
and the actual size of industries. Big industries may, on the 
average, have small factories, small industries large factories. 

Can this complex picture be simplified in any way? Are 
there any broad tendencies to be discerned over the longest period 
for which there is evidence? The method adopted here is to 
examine, for a number of countries,” the changes in size in terms 
of workers and volume of product. The first group of tables is 
concerned with experience up to 1939, a later section examines 
what evidence is available for the post-war period. 


' This despite the fact that a comparison of the years 1914 and 1937 favours 
an increase in size, since 1914 was a year of depression and 1937 a year of boom. 
Moreover, in 1914 there was a complete survey with a field force, which would 
bring in most of the smaller factories, whilst in 1937 there was only a postal 
survey which would allow many of the smaller firms to slip through the net. 

* For brevity the figures used here are for the United States, Great Britain, 
Canada, Australia and Germany. These are the countries for which the statistics 
cover the longest period and appear most reliable. But a scrutiny of the material 
for other countries does not suggest the need for any qualification of the con- 
clusions of this article. See, for example, the study of size of establishments in 
International Labour Review, June 1933. For the sake of simplicity, in the text 
the term ‘‘ worker ” has been used throughout although the actual definition of 
the group is ‘‘ wage-earner,” ‘‘ employee,” “ hand ” or “ operative.” Similarly, 
the term “ factory ’’ will be employed throughout, although in some cases the 
actual definition is ‘‘ establishment.”’ The tables themselves, however, are 
headed with the definitions given in the relevant industrial census. 
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Changes in the Size of the Factory up to 1939 


The United States 


In the United States between 1914 and 1939 there was no 
continuing tendency for the average size of factory measured in 
terms of workers to increase. Nor was there any tendency for 
the proportion of the total workers in the large factories to in- 
crease. In 1939 the average number of workers per factory was 
still only forty-three; 64% of the total workers were still found in 
factories with less than 500 workers. The volume of production 
per factory increased; in 1939 it was 66% larger than in 1914, 
But there were long periods, as between 1923 and 1935, when no 
increase took place. 

TABLE I 


United States Manufacturing Industries 








Percentage of total 
Average wage- wage-earners in Index of volume of 
earners per establishments? with} production per 
establishment.* less than 500 wage- establishment.* 
earners. 
1914 37-3 68-9 | 100 
1919 40-1 60-0 104 
1921 33-7 68-2 90 
1923 42-6 62-4 140 
1925 42-8 = 153 
1927 41:8 a 149 
1929 40°5 61-6 154 
1931 35-9 aoe 123 
1933 41°5 65-2 141 
1935 42-9 61-4 142 
1937 51-4 59-6 185 
1939 42-8 63-8 166 














* Establishments with products valued at $5,000 or more. 

* Establishments of six or more wage-earners. 
In interpreting the statistics of the United States it should be 
borne in mind that between 1914 and 1939 the industries normally 
associated with the larger factories were growing more rapidly 
than other industries. It becomes, therefore, the more striking 
that the average overall size of factory had not grown.' 


Great Britain 


Although some information about the size of the technical 
unit in Great Britain is provided in the censuses of production for 


1 “ The 50 industries with the largest establishment averages in 1914 reported 
an increase in total wage-earners employed by 1937 of 37%, although the increase 
for all manufacturing was 32-3%. Five large scale industries—steel mills, motor 
vehicles, motor vehiclo bodies and parts, electrical machinery and chemicals— 
were responsible for one-third of the entire increase in plant size during the period 
1914-1937.” T'emporary National Economic Committee Monograph No. 27, p. 16. 
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the years 1924, 1930 and 1935, it is extremely difficult to make a 
comparison for the three years, since the basis upon which figures 
were collected did not remain constant. It would seem, however, 
that between 1924 and 1930 the average number of workers per 
factory increased by about 10% and the percentage of the total 
workers in factories with less than 500 workers declined slightly. 
Between 1930 and 1935 the movement was apparently in the 
opposite direction, the average number of workers per factory 
falling by about 6%, the proportion of the total workers in factories 
with less than 500 workers remaining almost constant. It would 
be a reasonable deduction that there was little change between 
1924 and 1935. 


Canada 


In Canada comparable figures go back only to 1922. The 
average size of the factory, measured by wage-earners, seems on 
the whole to have been smaller after 1930 than before it. The 
percentage of the total wage-earners found in factories with less 
than 500 wage-earners oscillated, but in no definite direction. Up 
to 1935 there appeared to be no increase in the average size of 
factory measured by output. After that there was an upward 
turn, but despite that the size of the factory was the same in 
1938 as in 1928. 


TaB_eE IT 
Canada: Manufacturing Industries 














Average number of | Fetcentage of total | Index of volume of 
pax 4 resented employees in production per 
extahiihenens # establishments * of establishment ¢ 
| . 500 or less. 1922 = 100. 

1922 58°5 79-0 100 

1923 53-8 77°6 85-8 
1925 53-4 75-2 86-9 
1926 54:3 73-2 95°5 
1927 55-5 73-2 99-1 
1928 57-7 72-3 104-8 
1929 58-6 71-5 107-7 
1930 54:8 73°3 97-2 
1932 48-5 78-4 86-4 
1933 47-1 78-2 84-0 
1934 48-7 76-0 92-7 
1935 50-7 74:5 98-8 
1936 52-8 74°5 107-6 
1937 55-3 71-7 114-5 
1938 52-7 73°3 | 104-5 
1939 53-4 73-3 | 112-4 








* Establishments with more than five employees. 
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Germany 

In Germany statistics exist for isolated years over a fairly 
long period, though there appear to be no comparable figures after 
1933. In 1933 the average size of factory, measured by the 
number of wage-earners, was about the same as in 1907. There 
was some decline between 1895 and 1933 in the percentage of total 
wage-earners in factories with less than 50 wage-earners, but, 
even in 1933, 60% of all wage-earners were still found in factories 
with less than 200 wage-earners. Size measured by output did 
not increase between 1907 and 1933. 


TaB.eE III 
Germany : Manufacturing Industry 




















Percentage of employees in | 
Average establishments * with less | Index of 
| number of than: volume of 
| employees per | | production per 
|  establish- ~~ | establishment,* 
ment.* 200 50 1895 = 100. 
employees. employees. | 
1895 | 26-2 ne 44-6 100 
1907 30-0 — 40-7 123 
1925 35-3 ee 33-9 117 
1933 30-9 60-4 36-6 128 
* Establishments of more than five employees. 
Australia 


Between 1913 and 1933 the average size of factory, measured 
by wage-earners, hardly changed. From 1933 to 1938 a steady 
increase is observable both in terms of wage-earners and of out- 
put. But Australia is still very largely a country of small-scale 
production. In 1937-38 one-half of the wage-earners were to be 
found in factories with less than 100 wage-earners. 


TABLE IV 
Australia : Manufacturing Industry 














Average number of | Percentage of total | Index of volume 
persons employed | persons employed of production 
per factory.* in factories * of per factory,* 
less than 100. 1913 = 100. 
1913 28-4 57-7 100 
1919-20 30-6 55-2 96-5 
1922-23 29-8 57-2 103-1 
1925-26 31-1 54-7 118-6 
1928-29 31-2 64-1 116-0 
1932-33 30:3 54-5 136-4 
1935-36 33-6 51-5 146-0 
1936-37 34-1 50:3 145-6 
1937-38 35-1 49-3 143-2 














* Factories employing five or more hands. 
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Changes in the Size of Factory after 1939 


It is only to be expected that during and immediately after 
the Second World War some increase in the average size of factory 
would have occurred. In most countries the level of unemploy- 
ment since 1939 has been lower than in any pre-war year, and the 
industries typically associated with the large factory have grown 
more rapidly than the remainder because they were more strongly 
stimulated by the war and post-war boom. It seems, therefore, 
too early to decide whether some of the recorded changes represent 
a permanent transformation in industry and whether we have 
entered a new phase in which the industrial unit will expand more 
rapidly than in the past. 


Great Britain 
Special inquiries conducted by the Ministry of Labour ! make 
it possible to compare changes between 1935 and the post-war 
period. A substantial increase is recorded both in the average 
size of factory and the proportion of workers employed in the 
larger factories. 
TABLE V 


Great Britain—Factory Trades only * 








| 1935. | 1947. | 1949. 

Average size of establishment . * » 105-4 1276 | 126-1 
Percentage of total employees in establish- 

ments with more than 500 employees 35:3 44-4 44-4 











* Factories with more than ten employees. 


At first sight this might appear to be conclusive evidence of 
rapid and significant change. But the figures must be read along 
with two other considerations. First, the industries which 
typically have large factories, particularly the metal industries, 
have expanded more rapidly than other industries. It can be 
roughly estimated that, if the average size of factory in no in- 
dustry had increased between 1935 and 1947, the average size of 
factory in industry as a whole would have grown by about 5%. 
Secondly, 1935 was a year of relative depression, 1947 one of boom. 
In the former year there were some 600,000 more workers un- 
employed in the factory trades than in the latter. If these 600,000 
workers had, in fact, been employed in 1935 in the existing 

1 Published in the Ministry of Labour Gazette in April 1948 and June 1950. 


The figures for the various years are not strictly comparable, but they bear out 
the conclusions suggested above. 
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factories, this would have increased the average size of factory in 
1935 by about 12%. These two factors, taken together, there- 
fore, explain the greater part of the apparent increase in factory 
size. 

In the United States 1 the average number of employees per 
factory increased from 54-8 to 59-3 between 1939 and 1947, but 
here again the decreased level of unemployment has to be kept 
in mind. In 1947 54% of all employees were to be found in 
factories with less than 500 employees. 

In other countries the information is still very fragmentary, 
In Canada, during the war, the number of wage-earners in manv- 
facturing industry almost doubled, and the size of establishment 
more than doubled. But a peak in size was reached in 1944, and 
the average number of wage-earners per factory (all factories) 
fell from 42-9 in 1944 to 33-0 in 1946. In Australia, similarly, 
the size of the factory expanded sharply between 1938 and 1944, 
but declined considerably in the following year. 





III. OrHer CHARACTERISTICS OF THE FacToRY 
There are five other features of the factory system which, 
whilst they cannot be so firmly established by statistics as the 
foregoing, nevertheless seem significant enough to be included in 
the body of evidence out of which generalisations might be 
built. 

1. Taking manufacturing industry as a whole, the large 
factories are to be found in the large firms. At least this is 
true for the United States, as is shown in the table below. 
Such a conclusion is hardly surprising, for the large firms 
are normally to be found in those industries in which, as will 
be shown below, modern methods call for large technical 
units. 

TABLE VI 
United States Manufacturing Industry, 1937 * 


Average Size of Establishment in Manufacturing Companies of Different Sizes 





Average size of 





establishment 

(wage-earners). 
Manufacturing companies with one establishment | 30 
Manufacturing companies with more than one establ: shment 170 
200 largest manufacturing companies . ‘ ‘ o | 417 
100 largest manufacturing companies ; ‘ : | 438 
50 largest manufacturing companies : ‘ ‘ a 483 





* Based on Temporary National Economic Committee Monograph No. 21, 
pp. 112 and 715. 


1 U.S. Census of Manufactures, 1947. 
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2. Industry by industry, the big firms seem to have larger 

factories than the small firms. Thus in the United States 
in 1937 in each of the six main industrial groups the size of 
the factory was considerably larger in the firms with more 
than one factory than in the firms with one factory. 

3. Industries which typically have large factories show a 
larger capital investment per wage-earner than industries 
where the typical factory size issmall. This is not, apparently, 
universally true, but is true within very broad groups of 
industries.” 

4. The fourth point is one regarding which there must 
continue to be a measure of doubt until more evidence is 
available. But a good deal of information * supports the 
view that, as between one firm and another in the same 
industry, the larger factories make a greater use of capital 
equipment and power than the smaller. 

5. There appears to be a tendency for the prevailing size 
of factory (size determined by the number of wage-earners) 
to be the same in the United States, Great Britain and 
Germany.‘ 


IV 


These, then, are the facts to which any theory concerning the 
place of the factory in the modern industrial system must conform. 
There have, in the past thirty or forty years, been no very spec- 
tacular changes in size in either direction. Industry does not 
consist, and shows no marked disposition to consist, of “‘ hordes 
of men and women pouring into and out of 40 acre buildings.” ® 
It must not, however, be overlooked that statistics, particularly 
statistics of averages, may of themselves reveal movements only 
when they are strongly under way. We would never expect the 
average size of house in the community to change suddenly be- 
cause the stock of houses is added to very slowly, and it would 
take many years for the larger houses being currently built to 
affect the figures for the mass. Similarly with factories, it is 
those being built now which reflect most clearly any new technical 
influences at work. We know, for example, that the cotton- 
spinning mills built in Lancashire prior to 1900 were only about 

1 Temporary National Economic Committee Monograph No. 17, p. 128. 

2 §. Florence, Investment, Location and Size of Plant, pp. 101, 103. 

§ See, for example, Temporary National Economic Committee Monograph No. 
22, but compare S. Florence, Investment, Location and Size of Plant, p. 97. 


‘ §. Florence, Investment, Location and Size of Plant, p. 25. 
° G. J. Stigler, Trends in Output and Employment, p. 38. 











246 THE ECONOMIC JOURNAL [JUNE 


one-half the size of those built after that date.1 On the other 
hand, at least one American authority * believes that modern 
technical factors are favouring the small factory, and he points 
to an impressive list of large American companies which have 
been erecting or purchasing much smaller factories than those they 
already operate. 

It is possible to point to many instances where a factory built 
to-day would be larger than one built for the same purpose thirty 
or forty years ago. In some cases the planning engineer must 
make use of large indivisible lumps of equipment around which 
the factory must be organised, which prescribes its minimum size, 
Such is true in these days with automatic machines for metal 
pressing, for the making of window-glass, electric lamps or glass 
bettles. In other cases the technician has found it possible to make 
economies if successive processes can be carried through quickly 
and on the same spot. Blast furnaces, coke ovens, steel plants 
and rolling mills are now associated, because heat can thereby be 
conserved. In still other cases great factory space is required: 
in the great “assembly ” industries, such as motor vehicles or 
aircraft, the use of flow production, by which the main product is 
built up on a central conveyor belt fed with parts from successive 
streams entering the main stream from the side, demands much 
factory elbow room. Or the modern factory may be large because 
the product in its intermediate stages is awkward to handle and 
transport and must be completed on the spot—as appears to be 
the case in the linoleum industry. No engineer, having an eye 
on economy, would build a small motor-vehicle works, iron and 
steel plant, tinplate factory or electric-lamp factory. There, 
undoubtedly, the size of the factory on the margin is growing. 

One cannot, however, safely generalise from a few cases, least 
of all from a few cases of a kind which strike the imagination. 
Some writers, indeed, have claimed that the bigger machine must 
possess inherent advantages over the smaller. Thus the carrying 
capacity of a tank varies as the cube of its dimensions, the 
quantity of metal only as the square of its dimensions; the larger 
tank is therefore cheaper per cubic foot of carrying capacity. 
The cargo space of a ship varies as the cube of its dimensions, its 
resistance to the water only as the square of its dimensions; the 
larger ship is cheaper to propel per unit of cargo space than the 
smaller. A large aeroplane may well be more economical than a 


1 W. Robson, “ Sizes of Factories and Firms in the Cotton Industry,” Man- 
chester Statistical Society, November 1949. 

2 J. M. Blair, “‘ Does Large Enterprise Lower Costs?” American Economic 
Review, May 1948. 





1952] THE SIZE OF THE FACTORY 247 


smaller, since it is possible to bury in its structure awkward pro- 
tuberances, such as engines, and thus reduce air resistance and 
fuel costs. It is easy to point to instances on the other side. 
Size and weight may be a positive disability. Large bricks may 
become impossible for the bricklayer to grasp or lift. Large 
railway coal wagons or large blast furnaces may be inefficient 
because their very size pulverises their contents. Very large 
agricultural tractors compress the soil beneath them and destroy 
fertility. The use of the diesel engine in mobile carriages had to 
wait upon the development of a small, light engine which could 
more than pull its own weight. 

The large machine is much less flexible and less adaptable, is 
more likely to have serious breakdowns than the small and may 
involve heavy expenses if run at something less than full capacity. 
It may well pay, for instance, to have several engines in an air- 
craft instead of relying on one. The conveyor belt in an assembly 
factory may bring some advantages, but it creates a closely 
integrated system which can be easily thrown out of balance by a 
breakdown at one point; so much so that some motor-vehicle 
manufacturers are discarding it in favour of small independent 
mobile trucks for transport within the factory.? 

Further, the big machine, whatever its own immediate economy, 
may involve enormous costs in the necessary modification of 
ancillary equipment. Bigger barges may mean the widening of 
alllocks and canals, bigger ships the construction of larger docks, 
bigger aircraft the building of larger aerodromes and runways. 

As a matter of historical event it seems far from clear that the 
big equipment is everywhere replacing the smaller. Indeed, the 
use of electric power has opened up a new field for small, inde- 
pendently operated machines. The aeroplane, the road lorry, 
the passenger bus are smaller technical units than the ship or 
the railway train. The jet engine is a smaller, cheaper mechanism 
than the traditional type piston engine. No one can ever tell 
how the next technical moves may effect the optimum size of the 
indivisible piece of equipment. In the case of the blast furnace 
itself it would appear that a definite halt has been reached in 
growth,? and, looking farther ahead, that the use of pressure in 
the operation of the furnace may so speed up production of pig 
iron that a smaller furnace will become the rule. There are 
already in existence technical processes by which steel might be 


1 See Fortune, ‘‘ Material Handling,” June 1948. 
2 Sir Andrew McCance, Steel and Britain’s Future. 
3 See Fortune, December 1948, p. 180. 
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produced completely in relatively small plants. The Pottery 
Working Party reported that “it is not unlikely that further 
technical progress will bring the minimum economic output of 
tunnel kilns and automatic machinery down to the scale of the 
small business.” * 

All this boils down to the platitude that the machine must 
fit its function. Machines for recording the time may range in 
size from the small wrist-watch to the large public clock, and each 
may be the best size for its purpose. The big machine and the 
big factory may well be complementary to the small machine 
and the small factory. It is not clear that the functions to be 
performed by the modern factory will necessitate progressively 
larger masses of indivisible equipment. 

Three other brakes upon the growth of the factory are to be 
found in the cost of transport, the advantages of specialisation 
and the variety of product. The larger the factory the more 
widely dispersed must be its market. Where the raw materials 
are bulky or highly concentrated geographically the fanning 
outwards of factories towards the consumer may be held in check. 
But when the final product is bulky or difficult to transport for 
other reasons, the small factory may predominate. Thus, in the 
British brewing industry, although there are one or two very 
large breweries despatching their products all over the country, 
the hold of the small local brewery is strong. And the American 
automobile industry has found it advisable to operate factories 
for assembly in widely scattered parts of the country because of 
the cost of ferrying new cars to consumers. Or the raw materials 
may be widely scattered or quickly exhaustible, in which case the 
need for mobility keeps down size, as with the small mobile logging 
camp or the floating oil-well equipment for tapping undersea 
supplies. Technical specialisation retards growth. It is often 
argued that factories grow big because they must be organised 
around some large central piece of equipment which must be kept 
running full time if it is to operate economically. The rest of the 
equipment of the factory must then be provided on a scale large 
enough to consume the product of the dominating central machine. 
But there is another way of organising in such circumstances. 
Factories may specialise in operating the central machine and 
provide materials for other, much smaller, factories engaged in 
prior or subsequent operations. Thus although many factories 
might possibly do so, very few factories make their own machinery 


1 The Iron and Steel Industry, Report of the Sub-Committee on Study of 
Monopoly Power of the Committee on the Judiciary, House of Representatives, 
p. 76. 2 Report, p. 5. 
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—that is carried out in specialised units. And the British motor 
vehicle industry, particularly in the Birmingham area, consists 
of a small number of large assembly plants surrounded by a mass 
of very small engineering factories specialised to an almost 
inconceivable degree in the making of parts for the final assembly. 
Where the variety in the final product is great, then the factory 
may specialise in one variety, or it may produce a number of the 
varieties which calls for high technical flexibility. In both cases 
the small factory may be technically desirable. 


V 


If, on each occasion that a new factory had to be designed, the 
engineer in charge were told that he had carte blanche, that he 
could ignore all such awkward questions as to the availability of 
markets, the supply of labour or the cost of labour or capital, and 
produce simply a plan which most closely satisfied his idea of 
mechanical effectivenesss or engineering elegance, then he would 
almost certainly produce a set of plans of a factory much larger 
and more highly mechanised than anything which already existed 
in that industry. For there are at all times a long string of 
mechanical devices known to the engineer which appear to have 
everything in their favour except that they would not pay. No 
engineer is, of course, ever given such a fantastic commission ; 4 
if he were, then it would be tantamount to an invitation to produce 
a work of engineering art rather than an economical means of 
production. Nevertheless, the professional prestige of the 
engineer is often high enough and his engineering knowledge so 
much firmer and more indisputable than the knowledge of those 
who must make forecasts of the economic milieu in which the 
factory will operate, that decisions concerning his new plant are 
sometimes made for, and not by, the business-man. This may 
explain the broad similarity found between factories in different 
countries at a similar stage of industrial development. 

As the engineer is confined by one set of economic limits after 
another: the respective costs of doing a job by hand or by 
machine; the size of the market to be served by the factory; the 
cost of transport; then his plans would become more modest. 
In some industries he would still have to lay out his schemes on 
an elephantine scale : hence the large motor-car or iron and steel 

1 There are at least two exceptions to this. In Great Britain after the war 
town-planning experts were asked to produce regional plans without regard to 
cost. The results were a set of grandiose schemes, most of which have had to be 
set aside to be carried into effect “‘ when they could be afforded.”” The second 


case is that of Russia where the method seems to have been that of copying the 
modern factory of the United States. 
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plant. In others the small unit might suffice: in clothing, 
furniture, baking. Within the same industry different economic 
circumstances might call for different scales of design. Hence 
the enormous variety of form as between different industries and 
between different firms in the same industry. 

In most of his commissions of this kind, however, the plan- 
ning engineer will probably be able to indicate that there is not 
some unique size of factory which provides the lowest cost of 
operation but a fairly wide range of sizes within which costs remain 
much the same. The minimum size he will probably be able to 
indicate with some precision. The maximum size will perhaps 
be determinable, though not so accurately. But between the 
two limits the engineer might find it difficult to make a choice.! 
Thus in the boot and shoe industry, for efficient operation, a 
complete chain of machines is required producing 5,000-6,000 
pairs a week with 250-300 operatives. A factory with two such 
groups might show some advantage over a single-group factory. 
Thereafter the gains of adding groups would be small.? The 
prevalent view seems to be that a steel-ingot plant with an annual 
capacity of 1 million tons can be technically as efficient as one 
with a much larger output. On this point the evidence of Mr. 
Benjamin Fairless, President of the United States Steel Corpora- 
tion, is of great interest : 


* You can have an efficient steel plant with varying sizes. 
You can have a steel plant that is efficient with 1 million 
tons capacity and likewise you can have a plant just as 
efficient with 10 million tons capacity. Size alone does not 
in any way state or signify whether it is a well operated 
plant. . . . The facilities and the organisation and the raw 
materials are the question. . . .” 4 


Within the possible range of choice the head of the firm is 
free to make a final decision. He may think that one larger 
factory is more convenient than two smaller factories, since it 
makes it easier for him to keep the organisation as a whole under 
his eye. Or he may think that two separate factories will enable 
him to compare performance and experiment with different ways 
of production. In a period of labour shortage two separate 
factories might tap a wider area for workers. A smaller factory 
may render it easier to maintain supervision and esprit de corps 
to a degree otherwise impossible. It seems probable that it is in 

1 D. H. Macgregor, Industrial Combination, p. 26; J. M. Clark, ‘‘ Towards 
Concept of Workable Competition,” American Economic Review, 1940, p. 249; 
G. W. Stocking and M. W. Watkins, Monopoly and Free Enterprise, p. 68. 


2 H. A. Silverman, Studies in Industrial Organisation, p. 214. 
3 Study of Monopoly Power, 4A, p. 416. 4 Ibid, p. 499. 
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terms of these and other factors of administration and industrial 
relations that the final decisions will be made, both when new 
factories are erected and when additions are made to old. It is, 
therefore, perhaps not surprising that the larger factories are 
found in the larger firms. For there are to be found the more 
standardised products, the larger markets and the greater need 
for the simplification of the task of the higher administration 
which can be provided by reducing the number of separate 
operating units. 
VI 


To conclude: we need not assume that the technica] equip- 
ment of industry consists of large standardised and indivisible 
blocks. If that were true the variety in the size of factories 
would not be so great as it actually is, nor would the instances be 
so numerous where a factory grows by relatively slow accretion.! 
The familiar features of industrial concentration are not, in the 
main, attributable to some inescapable technical law of universal 
growth. The concentration of production, as measured by the 
dominance of the largest factories in an industry, is nearly always 
very much less than the concentration as measured by the domin- 
ance of the largest firms.? 

From the broader social point of view, therefore, these con- 
clusions are far from discouraging. The equipment of industry 
is still broken up into a large number of relatively small pieces, 
and from the technical point of view might perhaps, without loss, 
be broken up further. This should provide an enormous range of 
experience and experiment in different types of working conditions 
and production methods, and thus constitute a suitable environ- 
ment for improvement. The greater part of the industrial 
population is still employed in relatively small teams, small 
enough to give an opportunity for the various classes of workers 
to grasp the significance of co-operation and to establish a basis 
for understanding by personal contact. And, although conditions 
vary, it is still true for a larger part of industry that the maximum 
technical efficiency can be obtained by units which are relatively 
small. To a very large degree communities are not forced to 
choose between efficient but socially undesirable large units and 
smaller units of a lower efficiency. It may well be possible to 
have much of the best of both worlds. 

JOHN JEWKES 
Merton College, Oxford. 


1 W. Robson in his study of the Lancashire cotton-spinning industry records 
that of 500 spinning units 102 had engaged in building extensions at one time or 
another, 2 See Appendix Table for details for American industry. 
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APPENDIX TABLE 





[JUNE 1952 


Concentration of Production by Companies and by Plants in the 


United States 1 




















Percentage of output of industry 
by value of : 
Industry. oe 
Eight largest Eight largest 
companies, plants. 

Condensed milk oe 63 | 7 
Distilled liquor . ; : : 86 40 
Biscuits and crackers . ° ° : 77 22 
Meat packing . ‘ ‘ ‘ : 54 16 
Bottled soft drinks . ‘ : ; 14 5 
Cereal preparations . ; , ; 89 82 
Liquefied gas_. ° ; ‘ , 88 10 
Printingink . : ° ; ° 69 28 
Soap . ; : : 86 49 
Paints and varnishes . ‘ ; : 35 13 
*Petroleum. ° , 83 32 
Steel works and rolling mills ‘ : 63 11 
Wire drawing . ‘ , ‘ ‘ 62 26 
Tincan . ‘ , : 86 25 
Farm machinery : : : 47 21 
Internal-combustion engines : ‘ 56 35 
*Telephone and telegraph . ‘ ; 98 70 
Storage batteries ; ‘ : : 78 42 
Motors and generators ‘ ; ‘ 66 39 
Radio ° ; . " 35 20 
Motor vehicles and parts ° ; ‘ 64 20 
Shipbuilding . ; , ‘ 55 32 
Railroad and streetcar ' j : 72 44 
Truck and bus bodies ‘ ; . 31 29 
Aircraft engines ‘ ‘ 88 83 
Cotton broad woven fabrics . ‘ 23 12 
Rayon fabrics . ‘ ‘ ; 39 15 
*Woollen and worsted . ; i‘ , 55 | 40 
Footwear . : , 35 5 
Leather tanning ‘and finishing ; ; 39 12 
Wood preserving ‘ : : ; 44 11 
Wooden boxes . : ‘ . 33 9 
Sawmills and planing mills . : : 7 6 
Millwork . : . , 13 11 
*Wood house furniture ; : . 18 14 
Metal office furniture . : ; , 66 | 63 
Paper bag ; ‘ : : : 59 | 30 
Pulp mill . = ; ; , : 39 14 
Wall-paper : : . ; — 64 49 
Cement . : ‘ . ead 48 15 
Asbestos products : : 3 a 72 44 
Brick and hollow tile . : ‘ ‘ 17 6 
Abrasive products ‘ . 4 56 | 50 
Photographic te cinnee 70 65 
Cigarettes : | 82 82 
Tyres and tubes , 90 | 46 





* Twenty largest companies. 


1 Based on Report of Federal Trade Commission, The Divergence between 


Company and Plant Concentration, 1947. 




















THE SHARE OF WAGES IN NATIONAL INCOME 


1. Keynes wrote in 19391 that “the stability of the pro- 
portion of the national dividend accruing to labour ” was “ one 
of the most surprising, yet best-established, facts in the whole 
range of economic statistics, both for Great Britain and for the 
United States”; he thought it “a bit of a miracle.” The 
records which are now available for a number of countries qualify 
the impression of stability suggested to Keynes by such estimates 
as he had before him,? for they show the share of wages in national 
income as following trends of change for many years together, 
undergoing sharp alterations in the short run, and varying often, 
though not regularly, with the trade cycle. These movements 
call for explanation, and the short-period shifts in particular may 
bring to light some causes of changes in the distribution of 
national income. Yet it still remains true that the changes in the 
share of wages in national incomes are not so great as we should 
expect when we look at the often wide swings of the corresponding 
shares within particular industries, and this relative stability also 
calls for explanation. It is also true that when big changes occur 
in money wage-rates, the accompanying changes in the share of 
wages are relatively small, and this has evident implications for 
the connection between the levels of wages and other incomes, 
and the possibility of changing the distribution of national income 
by changing money wage-rates. 

2. Applying economic analysis to the share of wages would be 
easier, if this share was the remuneration of a constant propor- 
tion of the whole working population; but in fact a main cause of 
the long-period changes in the share of wages has been simply the 
change in the relative number of wage-earners. Such changes 
have sometimes been considerable, and Table I gives some 
indications of their extent. 

Two processes have been at work. As countries become 


1 J.M. Keynes, “‘ Relative Movements of Real Wages and Output,” in Economic 
Journat, Vol. XLIX, 1939, pp. 48-9. 

* These were Kalecki’s figures for Great Britain in 1880, 1911 and 1924-35, 
and the U.S.A. in 1919-34. (M. Kalecki, ‘‘ The Determinants of Distribution of 
the National Income,” in Econometrica, Vol. 6, No. 2, April 1938; reprinted with 
revision of the statistics in Readings in the Theory of Income Distribution.) The 
estimates for the United Kingdom in the present paper agree with Kalecki’s in 
putting 1880 very close to 1924, but make 1911 different from these, and show 
wide movements in the years between. Kalecki’s figures are shares of gross, ours 
of net, home-produced income. 
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industrialised the number of wage-earners rises relatively to the 
self-employed, the family workers and the small employers, who 
are numerous in agriculture. But the proportion of wage. 
earners is lowered by the growth in the relative numbers of 
technicians and administrators, both within manufacturing itself 


TABLE I 


The Number of Wage-earners (within given Definitions) as a Per- 
centage of all Occupied Persons, or of all Persons of Working 
Age 





Germany. Great Britain. 





/ / / 
Year. %. Year. %. Year. » 9 





1907 54 1881 81 1900 504 
1925 50 1911 74 1910 54 
1939 51 1931 72 1930 47 

















Sources : Germany : Statistisches Handbuch von Deutschland 1928—44 (Landerrat 
des Amerikanischen Besatzungsgebiets, 1949), Table 12, p. 31. Great Britain: 
see Appendix to present article. U.S.A.: T. M. Sogge, ‘‘ Industrial Classes in 
the U.S. in 1930,” in Journal of the American Statistical Association, 1933, p. 199. 


and in the whole economy, which raises the relative number of 
salaried posts, while the increase of educational opportunities 
raises the relative number of people qualified to fill them. 

3. This second process has brought about so great a social 
change, that the old division between wage-earners and other 
people means much less than it used to. Perhaps there was a 
time when the line could be drawn with confidence, because it 
coincided with a social distinction marked by men’s dress and 
speech and their esteem for one another. In some Wester 
countries that is no longer so, but wage-earners and salary- 
earners are mixed together in family and district, and are not 
divided by social distinction. Nor are they demarcated by 
income : more than a quarter of the British salary-earners in 1938 
are estimated to have been earning no more than £125 a year, 
which was about the average earning of the wage-earners then, 
and nearly three-fifths of them no more than £250.1 The dis- 
tinction by the term of engagement—weekly or by the month or 
longer period—is not of much significance. What remains is the 
line firms usually draw between “ operatives ” and “ staff,” and 
this is the line that the British White Papers on National Income 


1 Table II at p. 88 of J. G. Marley and H. Campion, Changes in Salaries in 
Great Britain, 1924 to 1939, at pp. 84-94 of A. L. Bowley, Studies in the National 
Income 1924-1938. 
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have been trying to follow.1_ This grouping, though often without 
a clear counterpart outside manufacturing, does mark off as wages 
a block of incomes distinguished, like profits, by its comparative 
variability through the trade cycle. This block, moreover, is 
constituted mainly of the incomes which, with raw material 
charges, make up most of direct costs, so that changes in them are 
more clos-!y connected than changes in other incomes with the 
movements of product prices. 

4. The shift of the occupied population from wage-earning 
jobs, so defined, to others, in itself tends to reduce the share of 
wages in national income, and is connected with another process 
which likewise has its distributive effects. This is the internal 
shift, within each of our two groups, “‘ wage-earners ”’ and “ other 
occupied people,” between jobs at different levels of pay. Bowley 
has shown? that about half the rise in the earnings of the average 
wage-earner in Great Britain between 1880 and 1910 was due to 
people moving into the better-paid jobs. Such shifts can come 
about by changes in the relative numbers in different industries, 
or in different grades within any one industry; and each of these 
changes can be made both by those who move from one job to 
another, and by those entering employment for the first time. 
It is reasonable to expect that there is tendency for the relative 
numbers of wage-earners in the higher-paid grades to rise, but we 
do not know much about this distribution and its changes. We 
know even less about the relative numbers in different grades of 
salary. It would be natural to expect to find here some attrac- 

1“ For manufacturing industries, mining and quarrying and gas, water and 
electricity, the definition of wage-earners corresponds to that used for “‘ opera- 
tives” in the Census of Production; and for other industries the division of total 
numbers employed between wage-earners and salary-earners has been made, as 
far as is possible with limited data, consistent with this. The term wage-earner 
thus covers factory workers, operative workers in transport such as drivers and 
conductors, storemen, warehousemen, porters, messengers, postmen, waiters, 
cooks and domestic servants. Conversely, the term salary-earner covers all 
those engaged in a clerical, technical, professional or managerial capacity, or 
who are attached to an office, such as commercial travellers and canvassers. All 
shop-assistants are treated as salary-earners. All policemen and all firemen are 
also included among salary-earners. Members of the Armed Forces are treated 
as an entirely separate category. It is emphasised that the distinction between 
wage-earners and salary-earners is not based on the distinction between employees 
paid weekly or monthly or on the amount of money earned, but upon occupation.” 
Note to Table 7 at pp. 59-60 of National Income and Expenditure of the United 
Kingdom, 1946 to 1950 (Cmd. 8203 of 1951). 


* A. L. Bowley, Wages and Income in the United Kingdom since 1860, Appendix 
C 


* The evidence for the United Kingdom is summarised by A. L. Bowley in 


the first part of Ch. III of his Wages and Income in the United Kingdom since 
1860. 
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tion of the higher rates, and an increase in the number qualified 
to fill the posts that carry them. But if we had the figures 
we still could not trace this influence, because they would also 
show the effect of “the shift to salaries,” the “ immigration” 
of many who, had the distribution of the occupied population 
remained constant, must have been wage-earners; and probably 
most of these have gone into the lower-paid ranks of the salaried! 

5. These shifts account for some otherwise perplexing changes 
in the relations between wages and other incomes. If, for 
example, we ask whether the average wage-earner in the United 
Kingdom has fared better or worse than the community as a 
whole, we find that on the eve of the Second World War the 
average wage-rate bore very much the same ratio to national 
income per head of the whole occupied population, as it had done 
in the 1880s; but at the same time the average income of occupied 
people other than wage-earners, reckoned on certain assumptions,” 
had fallen from about 7} times to no more than 4} times the wage- 
earner’s income.® At first sight it looks as though this were 


1 A rough check may be made as follows. From the Occupation Tables of the 
Census of England and Wales, 1931, we take out the numbers in 1921 and 193] in 
all those employing, salaried and professional occupations, which can be regarded 
with confidence as predominantly (a) relatively high-paid and (6) relatively 
low-paid. We omit doubtful classes, so our enumeration is not exhaustive. 
The higher paid are chiefly employers, managers, professional and those above the 
clerical grades in public administration. The lower paid are mainly subordinate 
staff in mining, shop assistants, insurance agents, draughtsmen, typists and 
clerks. We find: 

1921. 1931. Increase, 
(in thousands) %. 
Higher paid ° : ° ; 532 608 14 
Lower paid J : é ‘ 1,717 2,129 24 
We can follow smaller selections in a consistent form through earlier years (Census 
1911, England and Wales, Vol. X, p. 540, Table 26). Here the higher paid are: 
merchants; brokers, agents and factors; accountants; auctioneers; barristers 
and solicitors; physicians and surgeons; vets. The lower paid are: commercial 
clerks; insurance officials, clerks and agents; railway officials and clerks. Such 
small selections are liable to be affected by changes in the size of particular 
industries and callings, but the outcome is at least not in conflict with our pre- 
sumption : 
1891. 1901. 1911. 
Higher paid (000s) ° . ‘ 107 117 124 
Increase on 1891 (%) . . 8 16 
Lower paid (000s) ‘ é é 322 489 663 
Increase on 1891 (%) ° ‘ 52 106 


2 It is assumed that all national income other than wages accrues to “ other 
occupied people.” In fact, some of this income accrues to wage-earners, and 
some to institutions, foreigners and unoccupied persons, not included in “ other 
occupied people.” 

3 Phelps Brown and Hopkins, ‘‘The Course of Wage-Rates in Five Countries, 
1860-1939 ”’ (Oxford Economic Papers, II, 2, June 1950). 
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arithmetically impossible, as though the relation between wages 
and other income could not change while that between wages and 
the sum of the two remained the same; but an example will show 
how thiscancome about. Suppose that, while other things remain 
the same, the number of wage-earners is reduced and that of salary- 
earners is raised by the same amount, through an addition to the 
number of clerks; and suppose, as is quite possible, that this 
occurs in such a way as to leave the average earnings of wage- 
earners unchanged, while the new clerks receive salaries equal to 
these average wage-earnings. Then national income per head of 
the whole occupied population will be the same, and the average 
wage, being itself unchanged, will bear the same relation to it as 
before. But among occupied people other than wage-earners, 
there has been an increase in numbers, and it has gone into the 
bottom of the salary scale, so the average income of these other 
people will be reduced, and it will bear a lower ratio than before 
to the average wage. 

The apparent paradoxes which arise when we compare the 
incomes of groups of changing composition also appear when the 
average incomes of wage-earners and of other people both fall 
relatively to that of the whole occupied population. A shift of 
population from wage-earning to other occupations will generally 
(apart from the case last supposed) tend to raise the average 
income of the whole occupied population, by shifting its centre 
of gravity higher up the scale of pay, and so it will tend to lower 
the ratio of the average wage-earner’s income to this average of 
the whole. But at the same time, within the ranks of the other 
people themselves, the centre of gravity will very probably shift 
downwards, because the new-comers mostly go into the lower- 
paid posts; and profits and income from property will be spread, 
arithmetically, over more heads. So the average income of other 
people will tend to fall, and like that of the wage-earners it will beara 
lower ratio to the average income of the whole occupied population. 

6. The ideas just introduced can be given more precision by a 
numerical illustration. The proportions (not the absolute figures) 
are those of the United Kingdom in the 1880s. Suppose that a 
country has an occupied population of 20 millions, of whom 16 
millions are wage-earners; and let the national income be £10,000 
millions, of which £4,000 millions goes to wages. Then the 
£4,000 million 

16 millions 
year. Let us assume that the whole national income accrues to 
occupied persons (whereas in the actual world some part accrues 





average earnings of a wage-earner are , or £250 a 
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to unoccupied persons, corporations and foreigners) ; then national 
£10,000 million 
20 millions 
£500 a year. The average earnings of a wage-earner, at £250 a 
year, are one-half this average income per head of the whole 
occupied population. Let us now further assume that the whole 
return to property accrues to occupied persons other than wage- 
earners (whereas actually some does accrue to wage-earners); 
then the average income of the occupied person who is not a 
£6,000 million 
~ 4 millions — 
the £250 of the average wage-earner. 

It is convenient to have symbols for the expressions here. 
Let us call r the ratio of the average earnings of wage-earners to 
national income per head of the whole occupied population; ! 
and s the ratio of the average income of occupied people other 
than wage-earners (on the above assumptions) to the average 
earnings of the wage-earners. In the present example we have 


£250 £1,500 | ; 
= 5500 = 0-5, and s = 7950 = 6-0. There is also the share 


of wages as a whole in the national income; let this be p: here 


__ £4,000 million 
~ £10,000 million 


income per head of the occupied population is , Or 


wage-earner is , or £1,500 a year. This is six times 


r 





= 0-4, Let the proportion of wage-earners 


16 millions _ 
20 millions ~ 
We can use our example to show how s can fall without 
necessarily raising r.2, Suppose that the number of wage-earners 
falls by a million, from 16 millions to 15 millions, and that this is 
accompanied by an equal proportionate fall in total wages, so 
that the average income of the wage-earners remains unchanged. 
Suppose also that these million are transferred to clerical jobs 
which yield them the same average income as that of the wage- 
earners; then one-sixteenth of the former total of wages, or £250 


1 This is akin to the wage-income ratio calculated in Phelps Brown and 
Hopkins, ‘‘ The Course of Wage-Rates in Five Countries, 1860-1939 ” (Ozford 
Economic Papers, II, 2, June 1950); but not the same, because the wage-income 
ratio used indexes of wage-rates, and r uses wage-earnings. 

2 Formally, the relations are these. Let there be N occupied people, of whom 
a proportion ¢ are wage-earners. Let the average income of wage-earners be , 


in the whole occupied population bet: here ¢ = 


and of others v. Then: s = ~. National income per head of the occupied 
population is : 
Niw + N(1 — t)v) = tw + (1 — dv 
gies w al 1 
~ tw+(l—tv t+a(1 —2) 
A fall in s can be offset by a fall in ¢ so as to prevent a rise in r. 


1 
n | 





and 
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million, will have been shifted to other incomes, which become 
£6,250 million, while the number of “ other people ” rises from 
4 millions to 5 millions. National income remains the same, and 
so does r, but the average income of “ other people ” falls from 
£1,500 to £1,250, and s falls from 6-0 to 5-0. 

It will be seen that r and s can be reckoned directly from the 
internal proportions of the economy, without using absolute 
figures. Thus, if, as in our first example, the wage-earners being 
0:8 of all occupied people receive 0-4 of all income, we can see that 
r, the ratio of the average earnings of wage-earners to national 


Cc 


Share of Wages in National Income 








A 0:8 D 
Proportion of Wage-Earners in occupied population 
Fie. 1 
income a head of the whole occupied population, will be oa = 0-5. 
Similarly, the ratio of the average income of “ other people ’’ to 
national income a head of the whole occupied population will be 
(1-0-4) 0-6 
(I-0'8)’ or 0-2" 
(national income a head) will cancel out, and we are left with the 
ratio of the average income of “other people”’ to the average 
0-6 . 0-4 
037 08> 6-0. 
7. This can be used to show the course of change in a diagram. 

In Fig. 1 the proportion of all occupied people who are wage- 
earners is measured along AD, and the share p of wages in national 


If we divide this by r, the common denominators 


earnings of wage-earners, that is, with s : 


1 If the national income is Y, 
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income is measured up DC. In our example, the wage-earners 
made up 0-8 of all occupied people, and received 0-4 of the national 
income. These figures are represented by the point B (0-8, 0-4), 
We join AB, BC, and drop perpendiculars from B to AD at @ 
and to DC at H. We now have a representation of each of 9, t, r, 
and s. 

p is represented by the vertical distance BG. 

t is represented by the horizontal distance AG. 


r is represented by the slope of the radian AB, here = 05, 


s is represented by the ratio of the slope of BC to that of AB, 











Fie. 2 


gota > 

0-2 ° 0:8 
but through any position of B we can draw a curve ! showing 
how B will move if s is to remain constant while other proportions 
change. A number of such constant-s curves are shown with 
some constant-r lines in Fig. 2. 

If in the course of time B moves, its path shows the changes 
in p, t, r and s, and this brings to the eye the necessity of some at 
first sight unexpected changes in the pattern of distribution when 
t, the proportion of wage-earners in the whole occupied population, 
is changing. If the share of wages in national income remains 
constant, the B-path will be a horizontal straight line, and 
evidently this will mean changes in both r and s: constancy in 


her 6-0. This is not directly presented to the eye, 





. (1 — p)t 


= a constant, say k, we have 
(1 —@)p d 


t 
“TT 8 
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the share of wages, that is, is generally possible only if average 
wage-earnings are rising or falling relatively to other incomes. 
If, on the other hand, the share of wages changes, there are two 
criteria of an unchanged relation between wages and other incomes. 
If average wage-earnings bear a steady ratio to the average 
income of the whole occupied population, the B-path moves 
along a constant-r line, that is, along a radian through A to the 
momentary position of B. If they bear a steady ratio to the 
incomes of “other people,” the B-path moves along a constant-s 
curve. In some parts of the field constancy in one respect implies 
big changes in others: while r remains unchanged, for instance, 
at 0-5, s will fall from 6 to 3, if at the same time the number of 
wage-earners falls from 80 to 50% of all occupied people. We 
have already suggested that this kind of contrast comes of com- 
paring the average incomes of groups of diverse and changing 
composition, but such comparison is really implicit in any reckon- 
ing of the share of wages in national income, and the B-path 
brings out the dependence of this share on the composition of the 
occupied population. 

8. B-paths show some marked characteristics in practice. One 
for the United Kingdom is described in the Appendix and shown 
in Figs. 3 and 4, which can be regarded as enlargements of 
postage-stamp areas in the field of Figs. 1 or 2. A striking 
feature is the end-to-end movement, to higher r and lower s: in 
1870-71 we have r = 0-46, s = 8-2; by 1937-38 we have reached 
r= 0-55, s = 3-8. Provisional estimates 1 for 1948-50 suggest 
a further transit, to around r = 0-63, s = 2-7. This remarkable 
change is not the outcome of a year-by-year progression, but is 
the net result of certain sharp shifts; these we must try to explain. 
Yet such shifts are exceptional: for the most part there is 
relatively little to-and-fro movement, and for a number of years 
together the path follows a linear trend which lies not far from a 
constant-r line. Other paths estimated for Germany, Sweden 
and the United States are similar in this respect. There are some 
substantial exceptions, and we can trace some cyclical movement, 
especially in 1929-38, yet it remains remarkable that the B-paths 
should contain so many linear stretches, and that these should 
often approximate to a constant-r line. 

Is this what we should expect? The B-path shows the joint 
effect of ‘ inter-grade migration,”’ i.e., changes in the distribution 


; + We must emphasise their provisional nature. They are believed to be 
internally consistent, but the absolute figures are probably not continuous with 
those of 1938. 
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of the occupied population between jobs of different grade, and 
of the processes which govern distributive shares in the absence 
ofsuch migration. To disentangle the working of the distributive 
processes, we need to know what changes to expect if they them- 
selves were not tending to bring about any change of shares, and 
any actual changes were due solely to inter-grade migration : the 
path thus marked out would give us a norm, any departure from 
which would show the work of the distributive processes. Now the 
first approximation to such a path is a constant-r line, the radian 
through A to the momentary position of B, for it is along this line 
that B will move, if the share of wages in national income changes 
in the same proportion as the proportion of wage-earners in the 


3 
U.K. B-PATH 1924-50 ‘ 





Share of Wages in National Income 








67 68 69 
Proportion of Wage-Earners in occupied population 


Fie. 4 


occupied population: ! if the wage-earners being 80% of the 
occupied population received 40°, of national income, and when 
inter-grade migration lowered the 80% to 70% the share of wages 
also fell by one-eighth, to 35%, r would remain constant at 0-5. 
Evidently this would be the type of a change in which there was 
a shift of people across the line between wage-earning and other 


1 Since r = ’. Though constancy of r means that the average wage bears a 


constant ratio to the average income of occupied people generally, it is incom- 
patible (when ¢ is changing) with constancy of the ratio of “‘ other people’s ” 


average income to the average income of all; if? is a constant when ¢ changes, 


a 
i cannot be constant, and constancy of r, with falling ¢, means falling s. In 


& sense, a constant-s curve is a compromise between the two incompatible criteria 
of constancy : for the slope of the constant-s curve through B is the product of 
the slopes of AB, BC, and (since these are both positive, and in the relevant 


region one is less and the other more than unity) must be intermediate between 
them. 
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jobs, but no one’s personal income was altered, and the change in 
the share of wages was only the arithmetic counterpart of the 
change in the relative number of wage-earners. This can be only a 
first approximation : our initial distinction between migration and 
distributive processes is not absolute, and in practice the migration 
will affect relative rates of pay. Yet these attendant changes are 
likely to offset one another. Let us take, as the most likely case, 
a fall in the relative number of wage-earners through a growth of 
“‘ white-collar ’’ jobs. The migration will tend to raise the relative 
pay of wage-earners and lower that of the salaried. The additional 
salary-earners will mostly receive somewhat more than the wage- 
earners whom statistically they replace. The first of these 
changes tends to raise r, the second to lower it. Perhaps in the 
short run the second will be the stronger, and then our B-path 
will fall rather more steeply than a constant-r line. But it will 
hardly fall so steeply as to cross a constant-s curve, for the 
migration will tend to lower the average income of other people, 
probably by increasing the relative numbers in the lower-salary 
grades, and certainly by raising the number of heads over which 
property income and profits are (arithmetically) spread. We 
may conclude that our hypothetical B-path, to show the conse- 
quences of inter-grade migration in the absence of changes in 
distributive processes, is likely to follow a constant-r line, or a 
course intermediate between that and a constant-s curve. 

This is a fair account of what the linear segments of the B- 
path in the United Kingdom and the United States actually do. 
We can therefore treat these segments as periods in which, save 
for migration effects; the share of wages was fairly steady. How 
can we account for this? Does it arise out of the working of the 
distributive processes, or does it only show the inertia of statistical 
aggregates ? 

9. We shall try to throw some light on this by a study of changes 
in the internal structure of British national income since 1870. 
Sources, methods and tables are set out inthe Appendix. We have 
estimated wages, profits, salaries and rents annually as making up 
the home-produced national income between them. Wages and 
profits both vary considerably with the trade cycle, and together 
make up what we may call the fluctuating sector of national income. 
Salaries and rents are relatively unaffected by the cycle, and make 
up what we may call the stable sector of national income. In 
Fig. 5 we show the course of wages as a share of the fluctuating 
sector, and the fluctuating sector itself as a share of the whole 
national income. We cee here how the comparative steadiness 
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of the share of wages arises out of a compensation between shares 
which themselves are not at all steady. The share of wages in 
the fluctuating sector itself varies; but at the same time the share 
of this sector in the whole national income varies in the opposite 
direction, so as to compensate roughly the changes in the relations 
between wages and profits and leave wages a fairly steady share 
of the whole. Generally, in a recession wages fell less than 
profits, but wages and profits together fell more than the stable 

: sector; in a recovery the opposite usually happened; and in 
each case the effect was to leave wages much the same share of 
the whole. 

10. But this compensation was in a sense accidental, depending 
as it did upon a particular combination of relative sizes of different 
components in national income with the extent of cyclical “uctua- 
tion in two of them. We do not expect to find it everywhere. 
In the United States, for example, the share of wages in national 
income usually declined in the recession, and rose in the recovery : 
a rise of 5 points in the unemployment index 4 usually went with 
a fall of about 1 point in the percentage share of wages, and vice 
versa. 

Nor was the compensation complete in the United Kingdom, 
where there was a residual cyclical motion. It is interesting 
that this was different in different periods. From 1870 to the 
mid-1890s the share of wages usually went down in a recession 
and rose in a recovery, but from the mid-1890s to 1914 it did the 

° opposite. In both periods the ratio of (home-produced) profits 
to wages went down in a recession and rose in recovery, but in 
the later period its movement per unit change in the unemploy- 
ment rate was much bigger than before. Other evidence suggests 
that we have come on a difference here between two types of 
market environment. From 1873-1894 the trends of prices, the 

. long-term rate of interest and the ratio of profits to wages were 

: all downwards; from 1894 to 1914 they all rose. In para. 15 we 

id we shall return to the distributive consequences of these differences 

between types of market environment. 

11. The compensation we have traced has been between 
aggregates, and Dunlop 2 has shown how within these there may 
be further compensations between the various fluctuations of 
different industries and the attendant changes in their relative 


1 P. H. Douglas’s ‘‘ Combined Index,”’ Real Wages in the United States, 1890- 

° 1926, Table 172, p. 460. 
2 J. T. Dunlop, Wage Determination under Trade Unions (British edition, 
Blackwell, 1950), Ch. VIII. 
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contributions to national income. So we have no reason to infer 
from such stability as we find in the aggregate share of wages any 
similar stability within the industry, and still less within the firm. 

12. The division of British national income illustrated by 
Fig. 5 brings to light not only the compensation between cyclical 
movements, but also a main source of redistribution in the longer 
run. In the 1880s rent was over 14% of national income; to-day 
it is less than 5%. Down to 1913, the fall in its share was pre- 
sumably due to the agricultural depression after 1873 and then to 
the effects of rising prices and money incomes on the share of 
contractual payments; since then this last effect has been en- 
hanced by greater rises in prices and incomes and by rent control. 
As a matter of arithmetic, the withdrawal from landlords of over 
9% of national income would make possible a rise of nearly a 
quarter in the income of the wage-earners, without reducing any 
other incomes. Similar influences will have affected the share of 
profits, so far as these contain fixed-interest payments, and of 
salaries, so far as these are slow to be adjusted, though here the 
predominant influence in depressing relative incomes has been 
the great increase in the supply of educated people. All these 
influences have borne upon the years since the Second World 
War, when the share of wages in national income has been higher 
than before, not because wages have borne a higher ratio to 
profits, but because the shares of rent and salaries have con- 
tracted. These considerations prevent us from treating the 
difference between wages and total national income as determined 
simply by the gross margins realised by firms between direct costs 
and selling prices. 

13. Yet it does seem that we must invoke some stability of 
policy in the firm to explain the facts. When we abstract from 
the factors just dealt with, we are left with the relation of wages 
to profits, and though this is far from constant, it does show a 
fairly stable pattern of cyclical variation. We have also to 
explain why short-run changes in distributive shares are usually 
quite small, even when wage-rates and prices have changed 
sharply.1 We can account for these things by assuming that 


1 Evidence for several countries in the recent years of big changes in the price 
and cost structure is cited at pp. 63-7 of Wages (a) General Report (I.L.0., 
1948). New Zealand after the return of a Labour government in 1936, and 
France in and after “‘ l’expérience Blum,” are instructive cases, because here the 
nitiative clearly came on the side of wages. See A. E. C. Hare, Report on In- 
dustrial Relations in New Zealand; M. Kalecki, ‘“‘ The Lesson of the Blum 
Experiment,” Economic JourNAL, March 1938 and R. Marjolin, ‘“‘ Reflections 
on the Blum Experiment,” Economica, May 1938. 
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firms—using that term to cover income-producing units of manv 
kinds—make or accept adjustments between costs, output and 
selling price, and that the pattern on which these adjustments 
are made does not change rapidly, so that at any time we can 
expect a given stage of the trade cycle to be associated with a 
determinate margin of profit or loss, and a change made sharply 
on the side either of costs or of price to be followed by adjustments 
which prevent it from taking a marked and sustained effect on 
that margin. The pattern of adjustment cannot be reduced to 
any simple form, such as that MR = MC, or that price is set ata 
certain gross margin over direct cost, for actual situations and 
policy are too various for this : we have to cover all sorts of firm, 
from the strong monopolist to the seller who has to take whatever 
price the market gives him, and all sorts of phase, from the peak 
of the cycle to the trough. Generally, a firm’s pattern of adjust- 
ment will depend on its internal cost structure, the extent of 
competition or monopoly power in the markets for its factors and 
products, and the temperament and strategy of its management. 
The practical outcome will vary with cyclical changes in orders and 
prospects. But we may reasonably suppose that the pattern 
itself does not change rapidly, and if that is so, then we can account 
for the stability in the course of distribution by stability in the 
propensities of management. 

14. But we also have evidence that the pattern of adjustment 
does undergo changes: in particular, we noticed that the linear 
segments of the B-path were sometimes ended by sharp shifts— 
in the United Kingdom there were such shifts in 1870-72, 1888-89, 
1903-5, 1926-28, and bigger ones within the gaps 1913-24, and 
(probably) 1938-48. These shifts move the B-path to a new value 
of r or s, and differ from cyclical changes through having no 
rebound : once displaced, the B-path accepts the new situation, 
so to speak, and generally proceeds on something like a constant-r 
course with the new value of r. It is probable that these shifts 
mark a change in the economy, and not merely a jump in the 
estimates of wages and national income, for their size, though 
it may lie within the margin of error of these estimates in any one 
year, seems greater than could arise from discontinuities in them 
between one year and another. 

We shall try first to explain the four shifts in years of peace. 
The first two, those of 1870-72 and 1888-89, were both towards 
a higher value of r and a higher share of wages in national income; 
the later two, 1903-5 and 1926-28, were the other way. Thenis 
not trade-union activity the explanation? Both the first two 
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shifts occurred in periods of exceptional trade-union growth and 
initiative.1 The shift of 1903-5, on the other hand, falls in the 
shadow of the Taff Vale decision, when the unions were virtually 
unable to strike; and that of 1926-28 falls after the collapse of 
the General Strike. It is tempting to conclude that the causes 
of these shifts lie in the strength of trade-union pressure. But if 
this is so, we should expect to find shifts at other times of special 
trade-union activity or weakness, notably the collapse of 1879 
and the belligerence of 1909-13"; yet through 1879 the B-path 
followed the same linear trend as from 1872 to 1888; and though 
from 1910 there came a sharp rise in money wage-rates after a 
decade of little change, the B-path follows very nearly a constant-r 
line throughout 1905-13. We may add that in 1946-50, in which 
trade-union bargaining power has generally been reckoned ex- 
ceptionally high, though exercised with restraint, and in which 
the money earnings of industrial workers have risen by about a 
third,? the ratio of wages to profits has not been higher than in the 
inter-war years. So if trade-union strength does have something 
to do with the shifts, it cannot be the whole story. If union 
strength tends to raise the share of wages in national income, we 
have to explain why it did this in 1870-72 and 1888-89, but not 
in 1909-13 and 1946-50. If union weakness tends to lower the 
share, we have to explain why it did so in 1903-5 and 1926-28, 
but not in 1879-81. 

15. We could do this if we supposed that at different times the 
generality of firms have a different ability to maintain or raise 
profit margins. When trade-union strength raises wages, at one 

1“ There were, during the nineteenth century, three high tides in the Trade 
Union history of our country, 1833-34, 1872-74, and 1889-90 ” (S. and B. Webb, 
The History of Trade Unionism, 1920 edn., p. 328). Of twenty-eight unions 
listed by the Webbs, the membership nearly doubled between 1870 and 1875 
(ibid., Appendix VI). Of 1889 they write, ‘‘ already in 1888 the revival of trade 
had led to a marked increase in Trade Union membership. This normal growth 
now received a great impulse from the sensational events of the Dock strike. 
Even the oldest and most aristocratic unions were affected by the revivalistic 
fervour of the new leaders ”’ (ibid., p. 406). 

* “The year 1879 was as distinctly a low-water mark of the Trade Union 
Movement as 1873—74 registered a full tide of prosperity. . . . In some districts, 
such as South Wales, Trade Unionism practically ceased to exist. The total 
membership of the Trade Union Movement returned, it is probable, to the level 
of 1871” (S. and B. Webb, op. cit., pp. 349-50). In 1909 began the period of 
direct action, syndicalism and rank-and-file movements. Between 1909 and 
1913 the total membership of British trade unions rose from under 2} millions to 
nearly 4 millions (ibid., Appendix VI). ‘‘ The number of disputes reported to the 
Labour Dept., which had sunk in 1908 to only 399, rose in 1911 to 903, and 
culminated in the latter half of 1913 and the first half of 1914 in the outbreak of 
something like a hundred and fifty strikes per month ”’ (ibid., p. 690). 

* Ministry of Labour Gazette, September 1951, p. 345. 

No. 246—voL. Lx11. 
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time firms may be unable to raise prices proportionally; but at 
another they can ride the punch, and raise their prices so as to 
maintain their profit margins. Similarly, when unions are weak, 
at one time firms may have to accept prices so low as to give no 
wider margin than before, but at another they may be able to 
raise prices without wages following after, or lower prices less 
than in proportion to costs. In the first kind of period union 
strength will raise the share of wages, and union weakness will not 
lower it; in the second, the opposite holds.1_ Outcomes of the 
first kind appear in 1870-72, 1879-80, 1888-89; of the second, 
in 1903-05, 1909-13, 1926-28, 1946-50. 

Now there is a marked contrast between the conditions of the 
market prevailing in these two groups of cases. In the first the 
market environment was that of “the Great Depression.” The 
shift of 1870—72, it is true, seems to be an exception, for “ the 
Great Depression ” is usually dated only from 1873. It may be 
that this apparent shift lies within the margin of error of estimates 
which we are warned are none too firm at that time.? Yet there 
is no reason why the onset of the non-cyclical conditions of twenty 
years should have coincided with a particular turning point of the 
cycle:* The Economist, in its review of 1872,4 remarked that 
‘the increased cost of production has been so great that profits 
have been materially diminished,” and this in the midst of the 
boom—evidently there was some resistance to the raising of 
prices. If this is so, we can put all three cases of our first group 
in a setting of rapidly rising productivity, improved communica- 
tions, improving terms of trade, falling prices and a falling long- 
term rate of interest. Those of the second group come from more 
varied settings, but 1903-5 and 1909-13 are from the period 
whose contrast with “ the Great Depression ’’ was marked by the 


1 If we apply this distinction to movements of the wages/profit ratio we must 
formulate it as a tendency to modulate the cyclical movement of that ratio, 
noticed in para. 10, and say, for instance, that in the first kind of period union 
strength will cause the wages/profit ratio to rise more than it usually does in 4 
recession, and fall less than it usually does in a recovery; and so on. 

2 P, 52 of A. R. Prest, ‘“‘ National Income of the United Kingdom, 1870- 
1946,” in Economic JouRNAL, March 1948. 

3 “Itis our main impression that as early as in the ’sixties there is a beginning 
tendency to a fallin prices. . . . Reviewing the individual commodity prices, we 
find, it is true, in most cases rising prices prior to 1870. . . . Nevertheless, we 
venture to think that these underlying forces during these years have been pre- 
paring the way for a fall, and that the apparent rise is an optical illusion, due to 
the extraordinary cyclical rise in 1872-73.” J. Pedersen and O. S. Petersen, 
An Analysis of Price Behaviour during the Period 1855-1913, pp. 135-6. 

4 Economist, March 15, 1873, ‘‘ Commercial History and Review of 187 
p- 114. 
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changed trend of productivity, prices and the rate of interest. 
This was a period in which firms found it much easier to obtain 
advances in product prices: “in general, the severity of com- 
petition probably increased between 1873 and 1900, and probably 
decreased between 1900 and 1914.’ 1 The “‘ cost plus world ”’ of 
inflationary pressure since 1945 is evidently a much stronger case 
of the same sort of thing. The years 1926-28 are very different, 
for prices if anything were falling then, but the post-mortem on 
the depression of 1929 has made us aware how misleading that 
course of prices was. A rapid rise in productivity, especially 
through the realisation of the economies of scale in new industries, 
reduced unit costs, and so raised profits despite constant or falling 
prices.2 So though 1926-28 were not years of rising prices as 
were the other years of their group, they were years of a widening 
profit margin: the conditions of the market allowed firms, in 
effect, to raise prices relatively to costs. 

The contrast between the two groups, then, is that between a 
market environment which resists firms’ maintaining or raising 
prices so as to widen or maintain profit margins, and one which 
allows this. In the first sort of environment, if the unions are 
strong they can squeeze profits between rising wages and market- 
controlled prices; if they are weak, the market will keep prices 
down to the resultant level of costs so that profits do not rise. In 
the second sort, if the trade unions are strong they can only push 
the whole cost and price structure up with them, and profits keep 
pace with wages; if they are weak, profits may draw ahead of 
wages. 

16. This hypothesis agrees with the difference we noted in 
para. 10 between the variation of the share of wages during the 
trade cycle, in the years 1870-93, and 1929-38 on the one hand, 
and 1894-1914 on the other. We should now say that one and 
the same phase of the trade cycle will have a different influence 
on the distribution of income according as it falls in one or another 
sort of market environment. The rising phase of the cycle will 
usually bring a tendency towards higher money wage-rates, and 
strengthen the unions; but whether or not this raises wages 
relatively to profits, depends on whether the market environment 
is“ hard ” or “‘ soft.’”” But we should note that no such difference 


1 W. W. Rostow, British Economy of the Nineteenth Century, Appendix, p. 
235. 

* For the sources of the rise in productivity, see R. S. Sayers, ‘‘ The Springs 
of Technical Progress in Britain, 1919-39,” in Economic JouRNAL, June 1950. 
For the rise in profits 1925-28, see Table I of R. S. Hope, “‘ Profits in British 
Industry from 1924 to 1935,” in Ozford Economic Papers, June 1949. 
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in the cyclical behaviour of the share of wages appears in the 
United States : perhaps because it was a protected market. 

17. We have spoken of “the market environment”! to 
indicate that in different periods firms have been under different 
degrees of constraint by their markets, without suggesting that 
these conditions could be characterised by the movements of one 
variable, such as a price index, or necessarily showed the regularity 
of long waves. The determinants of the market environment are 
complex, and revealed only to a study of each period, but they 
are likely to comprise such factors as: the rate of massive 
application of new techniques; alternations between develop- 
ment of sources and “ reaping the harvest ” of primary products; 
the supply of money; the extent of combination; and “the 
policy of Europe.” ? It lies beyond our scope to pursue these 
things here. But the reality of a market environment persisting 
through several cycles in succession is supported by the associated 
movements of the price-level and the rate of interest in Great 
Britain since the end of the eighteenth century.® 

18. We may now apply these ideas to the explanation of the 
shifts in the British B-path through the periods of the two 
World Wars. From Fig. 5 we see that shifts in the same direction 
have come about in different ways. In 1924 the combined share 
of wages and profits in national income was a little lower than in 
1913; what had shifted the B-path was the big rise in the ratio of 
wages to profits. In 1948, on the contrary, the ratio of wages to 
profits was about the same as before the war, and what had 
shifted the B-path was the rise in the combined share of wages 
and profits, relatively to salaries and rent. The contrast is what 
we might expect on our present hypotheses. We do not know at 
what point between 1913 and 1924 the effective change was made, 
but it seems probable that profits rose relatively to wages during 


1 “ T believe that changes in the methods of business and the amounts of the 
commodities, or, as we may say, changes in the commercial environment, have 
much greater effects in disturbing prices than changes in these supplies of the 
precious metals’’; Marshall, Q. 9696 of evidence before the Gold and Silver 
Commission, 1887. 

2 Cf., for example, Marshall’s application to the 1880s of Tooke’s reasons for 
the fall in prices 1814-37, in his answers to questions put by the Royal Com 
mission on the Depression of Trade, 1886 (Official Papers, by Alfred Marshall, 
pp. 4-5); the study of ‘‘ the Great Depression ” in Chs. III, IV, VII and IX of 
W. W. Rostow, British Economy in the Nineteenth Century; G.C. Allen, “ Economic 
Progress, Retrospect and Prospect,” in Economic JouRNAL, September 1950; 
J. Pedersen and O. S. Petersen, An Analysis of Price Behaviour during the Period 
1855-1913, pp. 131, 135-46. 

3 See J. M. Keynes, A Treatise on Money, Vol. II, Ch. 30, (viii), “ The 


‘Gibson Paradox’.”’ 
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the First World War, as we know they did during the Second, and 
that in the inflation the combined share of profits and wages rose 
relatively to the fixed or more slowly adjusted rents and salaries. 
But the First World War was followed by a sharp deflation, and 
it seems probable that this both restored the share of rents and 
salaries, and squeezed profit margins so as to bring about the big 
rise we find in the ratio of wages to profits—the effect we expect 
from the conjunction of a “hard” market environment with 
trade-union strength, albeit this was shown only in defence. The 
Second World War, however, was not soon followed by a deflation : 
so the squeezing of the shares of rents and salaries was not reversed, 
but, on the other hand, in the “ soft ’’ market environment, the 
rises in money wages did not raise the ratio of wages to profits. 

19. We have seen how particular conjunctions of the trade 
cycle, union activity and the market environment brought about 
short-period changes in the relation between profits and wages, 
marked by shifts in the B-path. But these shifts were not soon 
reversed like cyclical changes, and we have also to consider the 
implications of that. For some time after the shift, firms generally 
must have gone on working with the range of margins which the 
shift had left them, and which changed only through such gradual 
processes as had been operative before the shift. The implica- 
tion must be that firms’ “ patterns of adjustment ”’ generally 
were malleable, in the sense that a level of margins once imposed 
by force of circumstances came to be accepted as normal. But 
this malleability, within the range of our observations, does not 
imply that changes in the return to risk-capital and enterprise 
set up no reactions on the side of supply. Such reactions must 
take time to make themselves felt, and so cannot be traced by the 
methods of this study, which itself gives no reason to affirm or 
doubt their importance to the course of distribution and economic 
progress. 

20. The present evidence has led us towards hypotheses 
containing some elements of a theory of distribution applicable to 
the United Kingdom within the period studied, which we may 
summarise as follows : 

(2) When we allow for the effects of the changing proportion 
of wage-earners in the occupied population we find more steadi- 
hess than at first appears in the share of wages in national income. 

(6) But this steadiness of lengths of the B-path was due in 
the first place to internal compensation between distributive 


shares, which themselves were far from steady through the trade 
cycle. 
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(c) Over the longer period there has been a reduction in the 
shares of rent and (latterly) of salaries. 

(d) When we take away this “stable sector” of rent and 
salaries, we are left with wages and profits, which carried most of 
the fluctuation of national income between them, and showed a 
cyclical variation relatively to one another. The comparative 
regularity of this variation, and also the narrowness of its move- 
ments in comparison with those in prices and money incomes, we 
attribute to the stability of the pattern of adjustment by which 
firms regulate the relations between costs, output and prices, 
This pattern depends on such factors as the internal cost structure 
of the firm, the extent of competition or monopoly power in its 
markets, and the temperament of its management. 

(e) In a given firm or industry the prevailing pattern of 
adjustment yielded certain profit margins through the course of 
a cycle. But the extent of such margins depended on the market 
environment in which the cycle was set: that is, on whether the 
combined effect of such non-cyclical conditions as productivity, 
monetary supply and public policy was repressive or conducive 
to the maintenance or raising of prices. 

(f) The course of the trade cycle brought changes in the 
demand for labour, and corresponding changes in the effective 
strength of trade unions. From time to time there were some 
greater and in part exogenous changes in union strength. Whether 
these changes affected the relative size of wages and profits 
depended on the market environment. When that was re- 
pressive to price rises, union strength raised the share of wages 
and union weakness did not lower it; but when the market 
environment was conducive to price rises, wage rises did not 
increase the share of wages, and with union weakness the share of 
profit rose. 

(g) At certain times the conjunctions described in (f) brought 
shifts in the share of wages, whose persistence implied a change 
imposed on the patterns of adjustment generally, so that larger 
or smaller profit margins came to be accepted as normal. 


E. H. Puetrs Brown 
P. E. Hart 


> 


The London School of Economics. 
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APPENDIX: STATISTICAL SouRCES AND METHODS 


A. Net Home-Propucep Nationa Income. 1870-1913: Estimates of 
the net national income are given by A. R. Prest, ‘‘ National Income of the U.K. 
1870-1946,” Economic JouRNAL, March 1948. We deducted the estimates of 

ss income from overseas investments given in C. K. Hobson, Export of Capital, 
p. 204; and those for 1912 and 1913 given in J. H. Lenfant, British Capital 
Export 1900-1914 (Table III, p. 521), a London Ph.D. thesis. We have made no 
attempt to add back any income generated at home but excluded in these years 
because paid out to persons abroad; this amount was put by Stamp at £6-5 
million in 1913 (British Incomes and Property, p. 424). 1924-38: J. R. N. Stone 
gives an index of national income in Analysis of Market Demand, J.R.S.S., 1945 
p. 335, item V. We used this to carry back the estimate of net national income 
for 1938 given in the White Paper on National Income of 1951, Cmd. 8203, p. 17, 
items 14 — (3+ 4). A series of net income from overseas investment is given 
by the Board of Trade Journal. A summary of these figures 1929-38 is given in 
the League of Nations Balance of Payments, 1938, p. 125. We took estimates for 
earlier years from earlier issues of the same report. We lowered this series by 
the ratio 163 : 200, the ratio of the Cmd. 8203 (p. 17, item 13) 1938 figure to the 
B.0.T. 1938 figure, and subtracted the resulting series from our estimates of net 
national income, to get net home-produced national income 1924-38. 1939-45: 
We made estimates by adding the series in B, C, D, E below. 1946-50: Cmd. 
8203, p. 17, items 12 — (3 + 4). 

B. Waces. 1870-1913: Estimates of the annual wages bill 1880-1914, 
excluding shop assistants, are given in A. L. Bowley, Wages and Income in the 
U.K. since 1860, Table XII, p. 76. We assumed that the earnings of shop assis- 
tants 1870-80 varied in proportion to estimates of the total wages bill (including 
shop assistants) given by Bowley in Economic JourRNAL, 1904, p. 459, col. 4, 
and we subtracted them from these estimates to get annual wage earnings, 
excluding shop assistants, 1870-80. 1924-38: We raised the estimates of 
annual wage earnings given in A. L. Bowley, Studies in the National Income, 
Table III, p. 58, by the ratio of the Cmd. 8203 figure for 1938 (p. 17, item 1) to 
Bowley’s 1938 figure. 1939-45: The National Income White Paper of 1947, 
(md. 7099, gives estimates of wages for the war years. We raised the first 
differences of this series by the ratio of the difference between the 1938 and 1946 
figures of Cmd. 8203 to the corresponding difference in Cmd. 7099, and used these 
raised first differences to interpolate between the 1938 and 1946 figures in Cmd. 
8203. 1946-50: Cmd. 8203, p. 17, item 1. 

C. Satarres. 1870-1913: Figures of intermediate incomes 1870-1914 are 
given in Prest (op. cit., p. 57). We added the earnings of shop assistants to these 
to get estimates of salaries 1870-1913. We obtained estimates of the earnings of 
shop assistants, for 1870-79 as in para. B above, and for 1880-1913 from the 
difference between the two wages-bill series in Bowley’s Wages and Income in 
U.K., Table XII, p. 76. 1924-38: (i) Estimates of the earnings of shop assistants 
and of non-wage-earners below the taxation limit are given in Bowley’s Studies 
in the National Income, Table IX, p. 81, rows 4.and 6. (ii) The annual Reports of 
the Commissioners of His Majesty’s Inland Revenue give values of the actual 
income assessed under Schedule E for each financial year, and distinguish ‘‘ manual 
wage earners ” from ‘“‘ others.’”’ We took the assessments of ‘‘ others ”’ in each 
financial year to state salaries earned in the preceding calendar year, as during 
this period Schedule E assessments were made one year in arrears. (iii) We 
added the series in (i) to that in (ii) to get a series of salaries 1924-38. Our 
resultant total for 1938 was £1,130 million, which compared with the estimate of 
salaries for 1938 in Cmd. 8203 (p. 17, item 2) of £1,110 million. We reduced our 
series throughout in the proportion of 111 to 113. 1939-45: We made estimates 
by the same method asin B. 1946-50: Cmd. 8203, p. 17, item 2. 

D. Rent. 1870-1913: Gross income assessed under Schedule A for Houses, 
land and Other Property is given by Stamp, British Incomes and Property, 


“ 
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Table A.4, pp. 49-51. We corrected the three series for re-assessment by 
averaging the incomes over each period between re-assessments, and we took 
these averages to refer to the middle year in each period. We converted each 
series into net income by subtracting § from “lands,” ¢ from “ houses ” and } 
from ‘‘ other property.’’ These fractions represent estimates for repairs allow. 
ances (Stamp, op. cit., p. 61), the major difference between gross and net rent, 
Thus we got a series of net rent for the mid-re-assessment years. The values for 
other years we obtained by freehand interpolation. 1924-38: The Annual 


TABLE I 
Factor Distribution of the Home Produced National Income in the United Kingdom, 
1870-1950. £ million. 





























1 2 3 4 5 6 7 
Wage- 

—_— enrners Wages 
Rent. | Salaries.) Wages. Home national | °° / as % 

profits. Soe, 1% cupied | national 

* | popula- | income. 

tion. 

1870 126 143 342 274 885 84:1 38:6 
1871 128 142 368 303 941 83-9 391 
1872 130 143 417 303 993 83-7 42-0 
1873 133 144 461 345 1,083 83-5 42-6 
1874 136 145 445 355 1,081 83-3 41-2 
1875 139 146 439 311 1,035 83-1 42-4 
1876 142 145 435 319 1,041 82-9 41-8 
1877 146 146 434 319 1,045 82-7 415 
1878 150 147 413 314 1,024 82°5 40-3 
1879 154 148 402 269 973 2-3 41:3 
1880 157 152 407 307 1,023 82-1 39-8 
1881 159 158 421 324 1,062 81-9 39°6 
1882 162 168 449 324 1,103 81-7 40-7 
1883 163 174 451 340 1,128 81-5 40-0 
1884 164 179 432 304 1,079 81-3 40-0 
1885 165 184 419 286 1,054 81-1 39-8 
1886 165 190 414 293 1,062 81-0 39-0 
1887 166 198 437 285 1,086 80-8 40-2 
1888 166 207 467 323 1,163 80-6 40-2 
1889 167 216 518 346 1,247 80-4 415 
1890 168 226 543 370 1,307 80-2 415 
1891 169 231 541 355 1,296 80-0 41-7 
1892 170 237 531 332 1,270 79°7 41:8 
1893 172 243 529 295 1,239 79°5 42-7 
1894 174 250 537 328 1,289 79-3 41-7 
1895 176 257 549 369 1,351 79-1 40°6 
1896 179 265 569 364 1,377 78-9 413 
1897 181 271 581 393 1,426 78°7 40°7 
1898 185 281 610 426 1,502 78-4 40-6 
1899 188 289 635 461 1,573 78-2 40-4 
1900 192 297 674 494 1,657 78-0 40°7 
1901 196 303 667 455 1,621 77-8 41-1 
1902 201 309 654 469 1,633 77°5 40-0 
1903 206 315 655 430 1,606 77-2 40°8 
1904 209 319 637 468 1,633 76-9 39-0 
1905 213 327 649 507 1,696 76-5 38:3 
1906 217 336 679 577 1,809 76-2 37°5 
1907 220 345 723 607 1,895 75:9 38-2 
1908 224 349 682 525 1,780 | 756 38-3 
1909 226 355 688 550 1,819 75:3 37°8 
1910 228 365 717 587 1,897 75-0 37:8 
1911 231 372 744 622 1,969 74:7 37°8 
1912 233 390 772 692 2,087 74-4 37:0 
1913 235 402 795 742 2,174 74-1 36-6 
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1 2 3 4 5 6 7 
Wage- 

, carners Wages 
Rent. | Salaries. | Wages. Home | national | _** % a 

: profits. | i come occupied | national 

* | popula- | income. 

tion. 

1924 274 905 1,535 948 3,662 73-0 41-9 
1925 281 907 1,560 983 3,731 72-9 41:8 
1926 297 933 1,525 876 3,631 72-8 42-0 
1927 311 944 1,596 1,016 3,867 72-7 413 
1928 321 957 1,560 1,078 3,916 72-5 39°8 
1929 331 979 1,566 1,028 3,904 72-4 40-1 
1930 337 931 1,489 876 3,633 72-3 41-0 
1931 342 902 1,376 679 3,299 72-2 41-7 
1932 347 885 1,350 672 3,254 72-1 41+5 
1933 349 906 1,376 747 3,378 72-0 40-7 
1934 355 942 1,458 799 3,554 71-9 41-0 
1935 365 995 1,535 910 3,805 71-8 40°3 
1936 375 1,046 1,627 1,044 4,092 71-6 39-8 
1937 407 1,087 1,720 1,166 4,380 71-5 39-3 
1938 416 1,110 1,735 1,160 4,421 71-4 39-2 
1939 445 1,158 1,844 1,369 4,816 _— 38:3 
1940 438 1,236 2,142 1,788 5,604 — 38-2 
1941 434 1,386 2,466 2,159 6,445 — 38-3 
1942 430 1,422 2,746 2,426 7,024 _— 39-1 
1943 430 1,482 2,905 2,566 7,383 — 39-3 
1944 430 1,536 2,943 2,499 7,408 a 39-7 
1945 434 1,614 2,877 2,402 7,327 — 39°3 
1946 438 1,790 3,140 2,378 7,746 — 40:5 
1947 456 1,960 3,580 2,772 8,768 — 40:8 
1948 470 2,200 4,025 2,960 9,655 66-5 * 41-7 
1949 483 2,350 4,230 2,935 9,998 66-3 * 42-3 
1950 496 2,500 4,470 3,208 10,674 66-2 * 41-9 





* Provisional. 


Reports of the Commissioners of Inland Revenue give figures of gross income 
assessed under Schedule A. From these we subtracted all items under the heading 
of “ reductions.”’ We took fiscal years to represent the calendar years in which 
the fiscal years began, e.g., 1938-39 = 1938. Rent calculated in this way for 
1938 (83rd Report, for the year ended March 31, 1940, Cmd. 6769, Table 14, p. 
24) came to £382 million. We compared this with the estimate of rent for 1938 
given in Cmd. 8203 (p. 17, item 11) of £416 million, and raised our series through- 
out in the ratio of 416 to 382. 1939-45: We made estimates by the same 
method asin B. 1946-50: Cmd. 8203, p. 17, item 11. 

E. Home Prorits. 1870-1913: Prest (op. cit., p. 57) gives estimates of 
profits, to which we added his estimates of income evading taxation. From this 
series we subtracted estimates of income from abroad (as in A) and of rent (as in 
D). 1924-38: Profits are a residual, the result of substracting the sum of the 
series in B,C, D, from A. For 1938 this is equal to the sum of items 5, 6, 7, 8, 9 
and 10 of Table 6 in Cmd. 8203, p.17. 1939-45: We made estimates by the same 
method asin B. 1946-50: Cmd. 8203, Table 6, p. 17, items 5-10. 

F, NuMBERS OF WAGE-EARNERS AND OccUPIED PoputaTion. 1881-1911: 
Bowley, Wages and Income in the U.K., p. 91, gives estimates for the census 
years; we made estimates for intercensal years by linear interpolation. We 
made estimates of the percentage of wage-earners in occupied population 1870-88 
by linear extrapolation of the movement of this percentage 1881-91. 1924-38 : 
Bowley, Studies in National Income, Table II, p- 56. 1948-51: Provisional 
estimates, which are believed to be consistent with the figures for national 
income and wages used for the same years, but the coverage of which may not 
be continuous with that of 1938. 








THE TRANSFER PROBLEM AND TRANSPORT COSTs: 
THE TERMS OF TRADE WHEN IMPEDIMENTS ARE 
ABSENT ? 


THE more things change the more they arethesame. After the 
First World War economists discussed the effects of a unilateral 
transfer—such as reparations—on the terms of trade. And in the 
1950s, as the end of the Marshall Plan comes into sight, economists 
must once again consider an identical analytic problem—the 
possible effects of a cessation of unrequited imports on the terms 
of trade.” 

It is perhaps fair to say that most economic theorists sub- 
scribe to the so-called “‘ orthodox ” doctrine: Any increase in 
unilateral payments will in probability shift the terms of trade 
against the paying country; any reduction in its unilateral pay- 
ments will probably shift the terms of trade in its favor. 

In this paper I shall raise a few questions concerning the 
validity of the reasoning underlying this view; but in the end I 
shall not seriously impugn its substantive conclusions. My main 
purpose here is to treat the rather neglected analytic issues 
raised for international trade by transport costs, and to show that 
in their complete absence the orthodox view rests on shaky 
logical foundations. Later in a sequel to this paper I hope to 
analyse in some detail the effects of impediments to trade on 
international equilibrium, thereby tending to restore some 
validity to the orthodox position. 


Britr History oF DoctTRINE 


The debate between Keynes and Ohlin on the effects of 
transfer will be recalled. Keynes took the position that if a 
region like Europe made to a region like America a unilateral 
transfer (investment, reparations, gifts, etc.), then the terms-of- 
trade would have to shift against Europe; in addition to the 
‘‘ primary burden ”’ on the paying country of the direct payment, 


1 I am glad to acknowledge helpful comments from Professors R. L. Bishop, 
G. A. Elliott, C. P. Kindleberger, D. H. Robertson and Jacob Viner; and particu- 
larly from Professor G. Haberler, for whose 1936-37 Harvard seminar an earlier 
mathematical version of this paper was prepared. 

2 A. C. Pigou, ‘‘ Unrequited Imports,” Economic Journat, Vol. LX (June 
1950), pp. 241-54. See also J. E. Meade, “‘ A Geometrical Representation of 
Balance of Payments Policy,” Economica, Vol. XVI (November 1949), pp. 305-20. 





JUNE 1952] THE TRANSFER PROBLEM AND TRANSPORT COSTS 279 


there would in addition be a “‘ secondary burden ”’ as her export 
prices deteriorated relative to her import prices. Indeed, if the 
international demand curve of the receiving country were of 
elasticity of unity or less, there were fears that it would be quite 
impossible for the paying country to make the transfer—com- 
petition would tend to turn the terms of trade indefinitely 
against her. This analysis in terms of price elasticity was largely 
concurred in by Taussig, Viner, Pigou and others. 

Ohlin and his followers adopted what they called the ‘‘ modern 
view.” This took into account income-effects and purchasing 
power passing between the two countries, and concluded that no 
change in the terms of trade was necessarily implied by a tribute 
or transfer. It was not always clear to the reader just what was 
meant by this somewhat mysterious flow of real purchasing 
power; and at times the “‘ modern view ”’ seemed to have about it 
strong overtones of Say’s Law of Markets and conservation of 
purchasing power.t But abstracting from all dynamic business- 
cycle effects and from all problems of aggregate demand, we can 
interpret Ohlin as follows. 

The Marshallian international-trade-offer curves of both 
countries are shifted in opposite directions, with this important 
result: the implied qualitative effect on the terms of trade does 
not depend upon the price-elasticity of one offer curve alone, or 
on the price-elasticities of the two curves; rather the more 
crucially important parameters are the income-elasticities or 
propensities in the two countries.” 

As Viner’s masterly survey makes clear, the above analytic 
formulation was acceptable to the holders of the orthodox view. 
By the 1930s the holders of this viewpoint had refined their 
analysis to take account of the mutual shifts of the offer curves. 
If some had previously thought that a deterioration of the terms 
of trade was inevitable, they dropped this view in favor of the 
more careful formulation : A deterioration of the terms of trade of 


? Examination of the historical literature soon suggested that the modern view 
had its classical precursors: Ricardo, Wheatley, Bastable and others, as against 
Thornton, Mill and others who favored the orthodox view. See J. Viner, 
Studies in International Trade, Chapter 6, pp. 326-60, for historical discussion. 

* See D. H. Robertson’s essay, “‘ The Transfer Problem,” written in 1929, but 
first published in A. C. Pigou and D. H. Robertson, Economic Essays and Addresses 
(1931). Robertson pointed out Marshall’s error in shifting but one of the curves, 
and on p. 180 says, ‘‘ To speak geometrically, both curves must be shifted to a new 
common starting point . . . [and] it appears that, contrary to common opinion, the 
degree of change cannot be expressed in terms of the (price) elasticities of the 
original curves, though it can be expressed in terms of the utility and disutility 
schedules from which those curves are drawn up.” Robertson acknowledges 
help from Pigou in arriving at this conclusion. 
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the paying country is not inevitable, but there is a strong pre. 
sumption that the income elasticities of the different goods in the 
different countries will be such as to create some deterioration in the 
terms of trade. At the same time holders of the modern view 
admitted that a change in the terms of trade might take place, 
but argued that it could be in either direction and that there was no 
presumption as to its direction. Thus, the area of disagreement 
was narrowed, but not to the vanishing point. 


GRAPHICAL ANALYSIS 


The definitive analytic treatment of this problem was given by 
Pigou as far back as 1932.1 His analysis rests upon a precise set 
of idealised assumptions, most of which I shall adhere to until 
contrary notice is given. It would be a great mistake, however, 
to try to interpret most of the writers as if they had these idealised 
conditions firmly in mind and as if they made rigorous deductions 
from them. An intuitionist like Keynes, for example, seems 
wrongly to have shifted the paying country’s curve alone; but 
he may really have derived his belief about the terms of trade 
primarily from his notions about monetary effects of international 
trade on gold, employment and other aggregate magnitudes. 
In this paper I shall not go into the problems of the foreign- 
trade-multiplier and other issues of the modern theory of income 
determination, but will refer the reader to two recent papers.’ 
In what follows I shall confine myself to what may be called the 
pure theory or barter aspects of the problem, and shall ignore all 
problems concerned with absolute price levels and transitional 
gold flows. Almost at the beginning of the transfer controversies, 
Professor Ohlin complained, and I sympathise with the feeling, 
against mixing “two different and incompatible theories: (1) the 


1 A. C. Pigou, ‘‘ The Effects of Reparations on the Ratio of International 
Exchange,” Economic JourNAL, Vol. XLII (1932), pp. 532-42. This is sum- 
marised in A. C. Pigou, A Study in Public Finance, 3rd edition (1947), Chapter 
XIX, and duplicates his 1950 article earlier cited. The latter contains a few 
obvious misprints which can be easily cleared up by referring to the older treat- 
ments or to Viner’s excellent summary. 

2 Lloyd A. Metzler, ‘‘ The Transfer Problem Reconsidered,” Journal of 
Political Economy, Vol. L (1942), pp. 397-414, and reprinted as Chapter 8 in 
Readings in the Theory of International Trade (1949); Svend Laursen and Lloyd 
A. Metzler, “‘ Flexible Exchange Rates and the Theory of Employment,” The 
Review of Economics and Statistics, Vol. XXXII (1950), pp. 281-99. The former 
article deals with income-employment effects along the lines of the foreign-trade 
multiplier analysis of the General Theory; the latter considers the interactions of 
relative price and income-employment effects in terms of a world where effective 
demand is important. All this is related to work by W. A. Salant, F. Machlup, 
A. J. Brown, Joan Robinson and others. 
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parter theory of Mill; (2) a theory of monetary and price mech- 
anism.’ Since then the confusion of these elements has con- 
tinued, and, I fear, much to the disadvantage of a clear under- 
standing of either aspect of the problem or of their interaction. 


Pigou reduces the transfer problem down to the Jevons— 
Walras-Edgeworth theory of barter of two gcods between two 
individuals, whom I shall call Europe and America. Call the 
goods clothing and food, and for simplicity assume that the 
production of all goods is completely constant throughout our 
first analysis. If we like, we can think of Europe as producing 
little (or no) food and much clothing; of America as producing 
little (or no) clothing and much food. With most of the writers, 
Ishamelessly assume collective indifference curves for Europe and 
also for America : if this simplification seems too much to swallow, 
the reader may imagine that he is dealing with the tastes between 
food and clothing of a representative citizen of each country, all 
other citizens being identical.? It will serve no useful purpose to 
follow Pigou’s assumption that the two goods have independent 
utilities ;3 any indifference curves of normal concave curvature 
will do. In the beginning we assume that Europe and America 
trade under perfectly competitive conditions, with no transport 
costs or trade barriers. In the beginning there is no unilateral 
transfer either way. 


1 B. Ohlin, “‘ Transfer Difficulties, Real and Imagined,” Economic JouRNAL, 
Vol. XX XIX (1929), pp. 172-8, and reprinted in Readings in the Theory of Inter- 
national T'rade, pp. 170-8. This quotation is on p. 174 of the latter. W. W. 
Rostow, ‘‘ The Terms of Trade in Theory and Practice,” Economic History Review» 
2nd series, Vol. III (1950), pp. 1-20, gives an excellent survey of the transfer dis- 
cussion and the Keynes—Beveridge controversy on historical trends, and fairly 
sums up most of the actual discussion as being “‘ best regarded as an aspect of the 
short-period monetary theory of prices”’ (p. 9). It may be remarked that 
Viner’s discussion of Pigou’s barter model and of the transfer problem generally 
is in a chapter entitled ‘‘ The International Mechanism under a Simple Specie 
Currency.” 

* Only in one special case can collective indifference curves validly summarise 
demand conditions for a country : only if all citizens have identical taste patterns 
regardless of income level will the ratio of the price of food to the price of clothing 
be a determinate function of total food and total clothing, independently of their 
distribution. Jacob L. Mosak’s definitive study, General Equilibrium-Theory in 
International Trade (1944), pp. 56-63, 75-86, shows how the analysis can be 
completely freed from the assumption of collective indifference curves, and how 
the case of any number of people and commodities can be rigorously handled. 

5 I shall later argue that Viner’s demonstration, Studies, pp. 334-7, that 
tariff impediments predispose the terms of trade to be affected by transfer in the 
unorthodox way so as to favor the paying country is based upon the atypical peculi- 
arity of the Pigou model of strict linearity and independence. The orthodox case 
is stronger than this model would suggest. 
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Fig. 1 is the familiar box-diagram that shows the final equili- 
brium. The base and altitude dimensions of the box are re. 
spectively the fixed world totals of clothing and food production, 
Any point in the box represents four different magnitudes: 
referred to the lower south-western European corner of the box, a 
point represents European clothing and food; referred to the 
upper north-eastern American corner of the box, the same point 
represents American clothing and food. Initially, before trade we 
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Fie. 1.—CC’ is the contract curve where all trade must ultimately end. 
Reparation payments from A to A’ shift the equilibrium from B to B’, and the 
crucial question is how the slope of mutual tangency flattens or steepens as we 
move down the contract curve. 


start off at the point marked A, where Europe is producing little 
food and America little clothing. After trade we end up at the 
equilibrium point B, where Europe is consuming more food than 
she produces, having exported her clothing surplus for America’s 
food surplus. The arrow between the production point A and the 
equilibrium consumption point B represents the amount of 
clothing traded for food; the arrow’s slope represents Europe's 
terms of trade, the ratio of her clothing-export price to her food- 
import price. 

The exact final equilibrium position is determined by the 
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‘ 


intersection at B of the two “ offer” or “ price-consumption ” 
curves VN’ and nn’: at each point on a country’s offer curve, the 
ruling price ratio of clothing to food is just equal (and tangent) to 
the country’s marginal rate of substitution or indifference (as 
measured by the numerical slope of the indifference curve through 
that point). 

To keep the diagram from becoming cluttered, I have not 
indicated the indifference curves in the neighborhoods of B and A, 
but the reader can supply them if he wishes. I have drawn in the 
important Edgeworth ‘“ contract curve” CC’. This is the locus 
with the following defined properties: (1) From any point on 
the contract curve, no mutually advantageous movements are 
possible; from any point off the contract curve, there always 
exist movements towards the contract curve which do benefit both 
countries. (2) Everywhere on the contract curve, the indifference 
curves of Europe (such as U’ or U”) are tangent to the indifference 
curves of America (such as u’ or wu”). The common slopes of 
mutual tangency are drawn at various typical points along the 
contract curve. (3) No matter where we might place our initial 
starting point A, the final competitive equilibrium must be on the 
contract curve. 

Now to introduce a unilateral payment from Europe to America 
into the picture. We shall see that it does not matter whether the 
payment is, in the first instance, expressed in terms of Europe’s 
export good, clothing; or in terms of America’s export good, 
food; or in terms of any combination of them ; or, for that matter, 
in terms of some units of »bstract purchasing power. In any case, 
the unilateral payment shifts the old initial point A to a new 
initial point A’. In Fig. 1, I have adhered to the usual assump- 
tion of stating the payment in terms of the paying country’s 
export good, in this case European clothing : so A’ is due west of 
A by the amount of the payment. 

From A’ the reader can now draw two new offer curves,} 
which will have to intersect at a new equilibrium point on the 
contract curve, such as B’ (which is recognisable by the fact that 
its slope of mutual tangency “ points ” directly at A’). 


1 This shows the correctness of Robertson’s criticism of Marshall for (1) not 
shifting both curves and (2) for arbitrarily shifting the one curve by the fixed 
amount of the reparation itself. See Robertson, op. cit., p. 180, for the correct 
statement that both curves are probably shifted inward toward each other. 
This tends to be true so long as the payment is expressed in terms of the payer’s 
export good and does not overshoot the contract curve. The box-diagram seems 
superior to Marshall’s exchange diagrams for showing up such relations; but it is 
directly applicable only in the fixed-output case, whereas Marshall’s exchange 
diagram also can handle the case of variable production. 
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The whole question of the effect of a transfer payment on the 
terms of trade can now be simply restated: Does a downward 
movement along the contract curve from B to B’ lead to a final 
slope of mutual tangency that is flatter or steeper? If the slope 
becomes flatter, Europe’s unilateral payment causes its terms of 
trade to deteriorate as in the orthodox view; but if the slope 
remains the same or becomes steeper, the Ohlin view is vindicated, 
In this example, I have stacked the cards and drawn in the 
slopes along the contract curve so that below B there is an ortho- 
dox deterioration in Europe’s terms of trade.* 

Our geometrical construction shows us that under truly 
competitive conditions it does not qualitatively matter whether a 
reparation is made payable in one good rather than the other, 
For suppose the payment had been in terms of the receiving 
country’s good and just large enough to take us from A to the 
point marked A”, which is on the extended line from A’ to B’, 
Obviously such a food payment would end-up both countries in 
the same point B’ as did the postulated clothing payment. In 
fact, any unilateral payment that involves enough of both goods 
to shift us from A to any point on the line A’ to A” will represent 
an “equivalent payment” and will have exactly the same 
effects upon the terms of trade.” 


1 Taussig’s concepts of gross barter terms of trade and net barter terms of 
trade are easily read off the diagram. The former is the slope of a line connecting 
A and B’; the latter is the slope of the trading line connecting A’ and B’. The 
** secondary burden ”’ on Europe is reflected by the fact that the new net-terms- 
of-trade arrow from A’ to B’ is flatter than a hypothetical arrow through A’ 
drawn parallel to AB. See F. W. Taussig, International Trade, p. 113. 

In the Taussig Festschrift volume, Explorations in Economics (1936), pp. 84-92, 
Professor Leontief out-moderned the moderns by presenting a case in which the 
terms of trade changed so much in favor of the paying country as to leave her 
actually better off after the unilateral payment! The secondary improvement 
in net terms of trade more than wiped out the primary transfer burden! Professor 
Leontief made sure that his example was consistent with concave indifference 
curves for both countries. However, it appears to me from a study of Fig. 1 
that, provided we rule out multiple intersections of the offer curves, the Leontief 
effect becomes impossible. See my Foundations of Economic Analysis (1947), 
p. 29, for a further comment on this point. M. Bronfenbrenner, ‘‘ International 
Transfers and the Terms of Trades: An Extension of Pigou’s Analysis,” in 
Studies in Mathematical Economics and Econometrics in Memory of Henry Schultz 
(1942, Chicago Press, Chicago), ed. O. Lange et al., pp. 119-31, identifies the 
Leontief-effect with the ‘“ inferior-good”’ phenomenon; but I should rather relate 
it to multiple and unstable equlibria, which can certainly be illustrated with 
superior goods. 

2 One qualification must be made, if the amount of the reparation is specified 
to be greater than the amount initially possessed (or producible) by the paying 
country, then the new A’ point will be outside the box. In this case it may happen 
that the two new offer curves never meet, making the reparation obligation an 
impossible one. See A. C. Pigou, Public Finance (1947), p. 176. It is true that 
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Why then after the Second World War was there felt to be 
special virtue in reparations in kind? Aside from transitional 
monetary effects, this would have seemed to involve a mis- 
apprehension of what it is about tied loans and payments in kind 
that minimises secondary burdens.! If the American Govern- 
ment takes German cameras and dumps them on competitive 
markets for what they will bring, the effect is no better than if 
Germany were forced to pay America so much American wheat. 
This is not to deny that payments in kind and tied loans may go 
smoothly and minimise transfer problems for a quite different 
reason from that included in our analysis: namely, when one 
country lends to another or gives to another, there may be a 
concomitant shift in the desires and needs of the countries (.e., 
shifts in their indifference curves or more generally in the demand 
conditions underlying investment). Nineteenth-century har- 
monious international lending and borrowing may have been such 
a case. 

But for our problem, the essential question boils down to this : 
As unilateral payments move the equilibrium along the contract 
curve, what is happening to the slope of mutual tangency ? 


THe CructAL MARGINAL INCOME PROPENSITIES 


What is it that determines whether the slopes are getting 
flatter or steeper as we move down the contract curve below B? 
The Pigou analysis, common-sense intuition? and Fig. 2’s mag- 
nification of the neighborhood around B all give the same answer. 





the qualitative direction of shift in the terms of trade will be independent of the 
good in which the reparations are expressed. It is also true that any ex post 
burden of reparations and change in the terms of trade resulting from (1) repara- 
tions expressed in the payer’s exports can be exactly matched by (2) some properly 
large reparation contract involving only its imports. But, as Professors 
Elliott, Viner and Baumol have rightly pointed out to me, before reparations 
are paid you will know only the ex ante price ratios and not the ex post price 
ratios. If ex ante 5 food = 1 clothing, it will definitely not be indifferent as to 
whether reparations are stipulated as 5 billion food, or 1 billion clothing, or as any 
weighted average in between. Until we know the qualitative and quantitative 
change in the ex post terms of trade, we cannot know which of these combinations 
would be most onerous. 

1 See Jacob Viner, ‘‘German Reparations Once More,” Foreign Affaire, 
Vol. 21, July 1943, pp. 666-7 for an excellent statement on this issue. 

* “Tf £1 is taken from you and given to me and I choose to increase my 
consumption of precisely the same goods as those of which you are compelled 
to diminish yours, there isno Transfer Problem.” (J. M. Keynes, ‘‘ The German 
Transfer Problem,” Economic JournaL, Vol. XX XIX (1929), pp. 1-7, reprinted 
in Readings in the Theory of International Trade (1949), pp. 161-9; the quotation 
is from p- 163 of the Readings. See also Viner, Studies, p. 329, for a similar 1927 
reference of H. K. Salvesen, and p. 354 for triangular expenditure diagrams. 

No. 246—vob. Lx1I. U 
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Whether the terms of trade will deteriorate in the orthodox 
manner or not depends upon the relative strength of the European 
and American marginal-propensities-to-consume food and clothing, 
and on no terms other than these income propensities. 

Call the fraction of each extra dollar spent by Europe on food 
Fx, and on clothing Cz; call America’s similar marginal pro- 
pensities to consume F,4 and C4. Only the ratios Cz/F» and 
C,/F4 are of importance for the present argument; these ratios 
are easily compared between the two countries, independently 
of currency units, etc. Then Fig. 2 will demonstrate the follow- 
ing important results : 


Cr. Ca 
" PF, 


the paying country’s terms of trade (i.e., Europe’s) will deteriorate, 
This is because each dollar of income lost went relatively more 
largely for its own product than did each dollar of extra income 
received by the foreigner. If Cz/F x = Ca/F4 or Cze/Fe < Ca/Fy, 
then the terms of trade will remain the same or turn in favor of 
the paying country. 

How can we prove that the above income criterion is a valid 
criterion to indicate how the terms of trade will change? Fig. 2 


shows a magnification of the contract curve near the original 
equilibrium point B. It has drawn on it something that was left 


1 One should not confuse these marginal income propensities with income 
elasticities. Actually, in Fig. 2, the marginal absolute changes in physical con- 
sumption were the true determinants; it so happens that with equal price ratios 
in America and Europe, we can convert the latter into marginal propensities 
expressed as fractions of extra dollars or pounds of income. When tariffs are in 
the picture, this wiil not be possible. 

Let the European marginal physical propensity to consume 0@(clothing)/ 
@(income) = Czg/Po = cg, and similarly use small letters cy, fz, f4 to denote 
the other three physical propensities. Analysis like that of Mosak shows that in 
the “‘ normal” or “ stable case,” the criterion is (cgf4 —c4fz); if no goods are 
‘‘ inferior,” this can be writen as cg/fz—c,4/f4, which is Pg/P» times our previous 
criterion. In the special case of two goods, no saving and no domestic goods, 
we can write the same marginal propensities Cg ++ Fz = C,+ Fs =1. My 
colleague, Professor Robert L. Bishop, points out that Cg — Cy, or F4 — Fz are 
then equivalent to my above criterion. 

Note also, in this two-goods case we can write our criterion in the terms of 
import propensities alone, {(1 — F'z)/Fz} — {C4/(1 — C4)}, which is convertible 
into 1— Fg, —Cy,. This last form says that the orthodox deterioration of the 
terms of trade of the paying country will depend upon whether the sum of the 
marginal propensities to import of the two countries is less than unity. Professor 
Haberler has been using this criterion in his Harvard classes for some years; 
see also, J. E. Meade, op. cit., pp. 307-8 and Fig. 2. A pitfall in the use of this 
criterion in the more than two goods case (or in the case with transport costs) 
is noted in my footnote in the penultimate section. 
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out of Fig. 1—namely, the income-cons"mption or Engel’s curves 
for each of the two individuals. These are the broken-line 
curves, which indicate how people will expand their consumption 
of food and clothing as income increases but prices remain the same. 
Through each point there passes one such income-consumption 
line for each country. Geometrically we easily draw such a 
curve by joining together the points on the different indifference 
curves that have exactly the same slope—.e., we hold relative 
prices constant as we vary income. Through the original equili- 
brium point B, BR represents Europe’s income-consumption line, 
and Br represents America’s. 





rl 
America’s Ac! 
indifference 
curves 
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Fic. 2.—The income-consumption curves RBR’ and rBr’ are drawn by joining 
points on adjacent indifference curves that have the same slope as at B; they 
will always contain the contract curve BD between them. If R is above 1, it 
follows that D’s slope is flatter than B’s. 


Let D be any nearby point to B along the contract curve. 
Through D must pass two tangential indifference curves. It will 
be noted that as we pass south-east of D the slopes along Europe’s 
indifference curves must be getting flatter, while the slopes of 
America’s indifference curves must be getting steeper. This 
follows from the fact that the box-diagram turns America upside 
down and makes its indifference curves (which are really also con- 
vex to its origin) appear of the opposite curvature to Europe’s. 
Similarly, as we pass north-west of D, the slopes of the two 
indifference curves move in contrary directions. It follows from 
this divergence that the two countries’ income-consumption 
curves through a point like B must contain inside them the 
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contract curve. For if D were completely above both income 
curves, its common slopes could not be equal to each other, but 
would instead have to be both greater and less than the slope at 
B, which is a contradiction to the tangency condition at D. 

Thus in Fig. 2 BD lies inside of BR and Br. It will be noted 
that by definition of an income-consumption curve, the point R 
must have the same indifference slope as B; and r, for America, 
must have the same slope as B. From the fact that R lies above 
and to the left of r, it then follows that we can infer that D must 
have a flatter slope than B, representing a deterioration of the 
terms of trade of clothing against food. Why? Because D lies 
over r, and hence in terms of the curvature of America’s in- 
difference curve it has a flatter slope than at ror B. And with D 
lying below R, the curvature of Europe’s slope tells us that D must 
have a flatter slope than at R or B. 

To sum up: the income-consumption curves through B 
contain the contract curve inside them; if the paying country’s 
income curve below B lies above the receiving country’s, then the 
slope at the intermediate contract curve point must represent a 
deterioration of the clothing—food price ratio; the relative slopes 
of the income curves are our sole criterion of price change. 

The common sense of this argument is easily explained. If 
and only if a movement along one country’s income curve causes 
it to give up the goods in exactly the same proportions as the other 
country takes them on will there be no change in the terms of trade. 
It will be noted that crucial slopes of the income curves depend 
only upon marginal physical income propensities to consume and 
not directly on the money income propensities expressed in terms 
of dollars or pounds. However, in the complete absence of 
impediments to trade, the price ratios will be the same for the 
two countries, and so we can convert the physical propensity 
criterion into an expenditure propensity criterion.? 





1 The reader can test his understanding of the geometrical argument by 
working through the details of the case where the two income-consumption 
curves coincide. The contract curve must then also coincide with them, and must 
then everywhere show no change in the terms of trade. It will be noted that the 
present analysis nowhere makes any assumption about linearity or about smallness 
of the movement. The only way that the above argument might fail and require 
qualification would be in the case where two-countries’ income-consumption 
curves were sufficiently twisty to give rise to more than one intersection after some 
finite movement; even in such a case, the criterion can be made rigorous. 

2 One minor technical point should be noted. Fig. 2 represents normal 
rather than inferior-good behaviour. No change in the argument is needed to 
handle the latter possibility ; however, a change in algebraic sign of the criterion 
will result if but one of the countries has food as an inferior good. 
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ProBABILITY EvatuaTions: (1) Erroneous ScaLte Errects * 
Our important criterion Cz/Fz = C,4/F4, has now been 

t established.2 It remains to assess the probabilities. Pigou is 
inclined to argue that there is a definite presumption in favor of 

d the > sign and the orthodox conclusion. The Pigou reasoning on 
R this point is not very clear to me; I have pored over his 1932, 1947 
and 1950 treatments, and have not been able to convince myself 
of the validity of his demonstration. Two separate elements seem 


or 


t to be involved in his argument: first, the assumption that the 
e paying country, Germany in Pigou’s example, is smaller in scale 
8 than is the receiving country, England, the rest of the non- 
\- German world in Pigou’s example; second, the assumption that 
D each country spends relatively more on its own products than 
t does the other country spend on those products. 
The first of these arguments, hinging as it does on absolute 
B scale, would not necessarily become applicable to the example 7 


8 under consideration—payments between two large and almost 
e equal regions, Europe and America. But aside from this, the 
a argument seems to be logically invalid. Both Bronfenbrenner and 
8 Viner * have pointed out that mere differences in scale may affect 
the four terms in Pigou’s criterion, but they do so in such a way 


f as to affect the two ratios that must be compared in exactly the 
s same way. We may put the matter most simply as follows: 
T if very small relative to the receiving country, the paying country 
, will “ presumably ” be spending the same smaller percentage of its 
d income on its own product that the larger country is spending on 
d those same products. Pigou’s own mathematical analysis contains 
8 the antidote to his view that scale counts. For it shows that the 
yf whole problem can be handled by the slopes of the income- 
e consumption curves of the representative citizens of the two 


countries. These are necessarily independent of scale, and would 
be numerically equal to the slope of the aggregate income-con- 
sumption curves whatever the number of identical people in each 





y country. No amount of converting of these slopes into irrelevant 
: elasticities can obscure this fact, even though after a number of 
“d such transformations have been made, one’s intuition may have 


1 The next five sections are somewhat technical, and can be skipped by the 


, reader satisfied to read the summary that follows. . 

" * In Pigou’s symbolism, this is (p’/F’) = (¢’/f’). See A Study in Public 7 
Finance, p. 179, or Viner, op. cit., p. 338. See also G. A. Elliott, ‘‘ Transfer of 

al Means-of-Payment and the Terms of Trade,” Canadian Journal of Economics and 

0 Political Science, Vol. 2 (1936), pp. 481-92, for a valuable definitive treatment of 

n all these issues. 


* M. Bronfenbrenner, op. cit., p. 125; J. Viner, Studies, p. 341. 
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become so blunted as to make one prone to wrong assumptions 
about what is ‘‘ equally likely.’’+ 





PROBABILITY EVALUATIONS : (2) INCONSISTENT APPEAL TO 
TRANSPORT Costs 


Nonetheless, one does feel that there is something plausible 
about the fact that Europeans spend relatively more on European 
goods than do Americans. This brings us to the second and more 
interesting strain in the Pigou argument. 

To establish a definite presumption in favor of the > sign in 
the criterion, and therefore to lead to the orthodox conclusion, 
Pigou leans on the simple econometric fact that Europeans tend 
to spend more relatively on European products than Americans do; 
Americans likewise have a greater average propensity to consume 
American products than do Europeans. 

There seems to be no good reason to question this fact. And 
yet it is well to realise that there is no theoretical necessity that 
this should be so. What makes it so is the fact that transport 
costs and tariffs are not zero. This means that European pro- 
ducts are relatively cheaper in Europe than they are in America; 
and similarly for the relative cheapness of American products in 
America as compared to European products. Already in assess- 
ing the realistic probabilities, we seem to be departing from the 
strict assumption of the model—which assumed literally zero 


1 Cf. H. G. Johnson and C. F. Carter, ‘‘ Unrequited Imports and the Terms of 
Trade: A Note,” Economic Journat (Vol. 60, 1950), pp. 837-9, for the view 
that Pigou’s demonstration is ‘‘ possibly suspect.” They suggest that instead 
he argue his case in terms of the non-elasticity criterion mentioned above, their 
implication seeming to be that then a more plausible presumption can be stated 
for it. 

In Public Finance, p. 184, Pigou notes, “‘ Contrary to what might perhaps be 
exacted, it is immaterial to this conclusion [that disparity of scale leads to the 
orthodox presumption] whether the reparation-paying or the reparation- 
receiving country is the larger of the two.” At first this does seem paradoxical. 
However, further reflection concerning the symmetry of the situation—where an 
increased algebraic payment of one country is the same as a decreased algebraic 
payment of the other and where one country’s terms of trade are necessarily 
inverse to those of the other country—shows that if Pigou’s argument were valid 
(as I argue it is not !) for a small Germany and a large England, it would have to be 
valid for a small England and a large Germany. 

Once this symmetry is grasped, we are instantly alerted to the necessary 
falseness of a conclusion like that of Bronfenbrenner, op. cit., pp. 130-1, which 
holds that a duty levied by the receiving country would lead in the “ orthodox ” 
direction, while a duty levied by the paying country would lead in the unorthodox 
direction. Actually, as will be argued later, both duties necessarily lead in the 
same direction—probably the orthodox direction rather than the reverse as in the 
Viner model. Where Bronfenbrenner seems momentarily to have erred is in 
failing to see that duties of either country lead to the same type of discrepancy 
between the two local price ratios. 


















ad 
eir 








1952] THE TRANSFER PROBLEM AND TRANSPORT COSTS 291 


transport costs ! Viner has called explicit attention to this 
inconsistency in the Pigou argument. 

But let us for the moment not cavil at this inconsistency in the 
Pigouargument. First let us accept the fact of transport costs and 
impediments to trade. It still requires some complex argument 
to deduce from this the orthodox presumption about the relative 
marginal propensities and the deterioration of the terms of trade. 

One great source of complexity in any valid demonstration 
arises from the desire of many writers to infer from factual data 
on average-propensities conclusions about marginal propensities. 
Therefore, it would greatly simplify the argument if an orthodox 
adherent, as long is he is referring in a casual way to empirical 
experience, were simply to assume that everyone knows that the 
European marginal propensity to consume tends to be greater 
for European products than is the American marginal propensity. 
Such a fact would still depend on an implicit recognition of 
transport costs or tariffs, and we should still have to show by more 
extensive analysis what is the correct criterion when impediments 
are present; but nonetheless by directly assuming knowledge 
about marginal propensities, we shall be able to avoid the tricky 
analysis based on the “ probable ” relations between average and 
marginal propensities. 

The cited 1929 essay of Professor Robertson early placed the 
focus on marginal concepts. Thus, he says on p. 80— 

“in all probability German goods have more nearly the 
character of money (which can be surrendered or gained 
without leading to a change in its marginal utility) to Ger- 
mans than they have to Englishmen, and English goods have 
more nearly the character of money to Englishmen than they 
have to Germans. Hence, there is a considerable balance 
of probability . . . that the ratio of exchange will be turned 
against Germany the paying country.’’! 

The use of the word ‘“ money” in this connection can be 
taken to be figurative rather than literal. Demands for liquidity, 
transaction balances, media of exchange, store of value and unit 
of account or speculative hedges against price uncertainties 
would have little relevance in the static barter model under 
consideration.2 That “money” is used only as a figure of 
speech is clearly shown by a more recent paper on the ‘‘ Terms of 


’ The expression in parentheses represents a footnote in the original. 

* Even if we were to introduce dynamic considerations of effective demand into 
our model, we could not point to any empirical tendency for objects of local 
manufacture to be used as money proper. (Actually some anthropologists 
claim the reverse to be more frequently true : other things equal, African gold and 
European wampum are preferred as money to local produce.) 
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Trade ”’ delivered by Professor Robertson at the 1950 Monaco 
meeting of the International Economics Association. 

“For normally it may be presumed that any country is 
more easily glutted by receiving a given-sized extra wad of 
foreign goods than by receiving an equal extra wad of home- 
made goods, but is less severely inconvenienced by going 
without a given-sized wad of home-made goods than by 
going without an equal wad of foreign goods. (Its 
utility schedule for foreign goods is steeper in both directions 
than its utility schedule for home-made goods...) And if 
this be true, the appetite of the transferor country for 
bilateral trade will be less impaired by the fact of unilateral 
transfer than that of the transferee country, and the terms of 
trade more apt therefore to move against it.”’ 4 

No explicit reason is given for this econometric fact about the 
propensities, which appears superficially to be the direct contrary 
of the commonly met facile assumption that imports have some- 
thing of the luxury about them and hence tend to have high 
income elasticities. To a casual observer like myself, the first 
of these contradictory hypotheses is not implausible. But when 
I try to analyse the reasons for it, I inevitably find the cause to 
be rooted in non-zero transport costs—in the most general sense 
of the term, inclusive of all impediments to trade and imperfections 
of competition. If transport costs are literally zero and had never 
been other than zero, there would be absolutely no localisation of 
demand : the place of origin of a good would be completely a matter 
of indifference to the consumer. Patterns of consumption might 
differ over the globe, but there would be no reason for these 
differences to be correlated with the geographical pattern of 
production. (H.g., I heat my home with oil, while someone near 
coal-mines heats his with coal; but this is not because he has any 
inborn love for coal, as becomes abundantly clear when the 
relative costs of the two fuels permanently change.) ? 


PROBABILITY EvaLuaTions: (3) AmsBiauous EFFECTS OF 
TRANSPORT Costs ON RELATIVE EXPENDITURE PROPENSITIES 


In summing up the implications of the Pigou transport-free 
model, I shall argue that the above considerations completely 


1 Taken from privately circulated typescript, pp. 6-7. The expression in 
parentheses represents a footnote in the original. 

2 Professors Bishop and Viner have reminded me that past transport costs 
may have a lingering effect on tastes and demand even after they have largely 
disappeared. The role of monopolistic and imperfect competition in actual 
international trade is crucial and may transcend in importance mere transport 
cost, narrowly defined. This is hardly touched on in my discussion and needs 
extensive further examination. 
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destroy the orthodox presumption in that model. But before 
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leaving this topic, let me note one further complexity that has not 
y is to my knowledge been noted and analysed in the transfer dis- 
L of cussions. Suppose we agree that no systematic predictable 
me- differences in expenditure are to be expected when transport costs 
be are zero. Does it follow that the systematic differences which 
rea result from transport costs are in the direction of the alleged facts ? 
ons Transport costs of imports do raise their prices relative to those of 
1 if home goods. Will people then spend relatively less or relatively 
for more on imports? Simple considerations of the price elasticity 
ee of demand show that there is no necessity that relatively less will 
30 " : ‘ a =e 
be spent on imports : it all depends on inelasticity or elasticity of 
the demand whether people will tend to spend more or less on imports. 
we Are we entitled to assume that there is an a priori presumption 
me that price elasticity of demand is greater than unity as is usually 
igh unconsciously taken for granted in these discussions? I should * 
as argue that no such general presumption exists.1 It all depends 
ion upon the facts. Typically we should expect every commodity price 
to to go through two opposite stages : when it is very cheap, raising 
am its price will encounter inelastic demand; when it becomes 
a sufficiently expensive, its demand will become elastic and even- 
wa tually nothing will be spent on it. Sufficiently great transport 
of costs should probably in the end work in the direction of decreas- 
Her ing relative expenditure on import goods, ultimately of course 
sht creating so-called domestic goods which do not move at all in 
ve interregional trade. 
of PROBABILITY EvaLuaTions: (4) Wuat CRITERION WHEN 
ts THERE ARE IMPEDIMENTS ? 
ny 
he The above remarks, inconclusive as they are concerning the 
direction in which transport costs must affect expenditure pro- 
pensities, are a little misleading in that they refer exclusively to 
OF 1 If we take the weighted average of all price elasticities, including cross- 
ES elasticities of the ith good with respect to changes in the jth price alone and with 
, each good’s elasticities being weighted by the percentage of income spent on it, . 
ree then it can be shown by intuition or from the mathematical properties of homo- 
sly genous functions that the average of these elasticities is exactly —1. To a 
e suppose that the average ‘‘ own-elasticity ” of a good is greater than unity 
in (i.e. algebraically less than —1), we should have to presume that the average 
“ cross-elasticity ” is positive rather than negative. I cannot demonstrate in ° 
sts terms of any of the customary economic theories why this should be so. If this 7 
ely is to be assumed an as econometric fact from casual observation, we might as well 
ual short-circuit the process and assume from the beginning we know that demands 
ort tend to be elastic. The typical statistical study reports otherwise; but there is 
eds good reason to believe from the Haavelmo theories of econometrics that the 





typical estimates are biased in the direction of inelasticity. 
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ordinary ceteris paribus price elasticities. Impediments to trade 
change the situation in a much more complex fashion than does 
a simple price change with fixed money income and fixed other 
prices. Transport costs and duties create differentials in relative 
prices of the goods and give rise to familiar ‘‘ substitution effects.” 
In addition, to the extent that we are talking about real transport 
costs that use up product in shipping it, there are substantial 
** income effects ’’ which will be shared between the countries in a 
complex way, depending upon reciprocal supply and demand. 
If the impediments consist of artificial tariffs whose revenues 
represent mere transfers of income, substitution effects are more 
heavily involved, the only income effects being the transfers 
between and within countries and the “ deadweight loss ”’ result- 
ing from interferences with perfect competition. As will be shown 
later, those writers who lump together tariffs and real transport 
costs and treat their effects on the transfer problem as equivalent 
are being misled into false conclusions and criteria. 

Surprisingly enough, it will be shown in the sequel that our 
task may be lightened by the fact that price elasticity is not the 
dominating consideration. In geometrical terms, it is simplest to 
think of impediments to trade as shifting the final equilibrium 
point or points of Fig. 1 from the center part of the diagram 
containing the contract curve toward the lower right-hand 
corner from which the original trade began. Our problem then 
involves the following questions: (1) When each country ends 
up with relatively more of her own goods, will the income-con- 
sumption curves tend to be systematically flattened out or 
steepened? (2) Will the income propensities be moved in any 
systematic direction ? 

The second of these questions is very hard to give any con- 
clusive answer to, as we have seen from the ambiguity of price- 
elasticity and as can be verified if one asks what is happening to 
the division of expenditure between food and clothing as one 
moves south-east along an indifference curve. However, while no 
hard and fast answer can be given to question (1), you can go & 
long way toward giving it an answer if you are willing to indulge 
in a priori probability argumentation. If you are willing to 
follow the next section’s identification of average and marginal 
propensities, what is there called the Basic Convention under- 
lying the reasoning of Viner and others, then you can definitely 
assert the following: raising the price of imports relative to 
exports causes a country’s income-consumption curve to flatten 
out in slope in the direction of its own good; i.e., the marginal 
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physical propensity to consume home goods is raised relative to 
that of foreign goods. 

Doesn’t this vindicate the conclusions of Pigou and the ortho- 
dox adherents? Can’t we now apply the same reasoning of Fig. 
2 concerning relative slopes to the case where there are impediments 
totrade? Can’t our answer to question (1) give us a presumption 
as to what must be the only reasonable presumption as to changes 
in the terms of trade ? 

It would be premature to answer Yes to these questions. I 
hope in the sequel to indicate how the transport-free analysis can 
be broadened in the directions suggested by the above lines of 
thought. And I may anticipate the results of further investiga- 
tion to report that tariff duties can be shown by such reasoning to 
favor orthodox expectations. But the same weight of probability 
cannot be adduced in the case of real transport costs. For the 
answer in the latter case will be shown to depend on the answer 
to ambiguous question (2) rather than question (1). 

This warns us that the criterion derived from the Pigou-type 
transport-free model is directly applicable in that model only. 
In that model, with relative prices the same in the two countries, 
it does not matter whether we state our criterion in terms of 
(marginal) propensities to spend money income or in terms of 
marginal physical propensities to consume more of a good. 
Without further analysis of a more general model, we do not even 
know which of these is the proper criterion to use when there are 
transport costs or tariffs, or whether some third criterion must be 
found. 


PRoBABILITY EvaLuaTions: (5) A DIGRESSION ON 
METHOD 


There remains as unfinished business the question of possible 
inference concerning marginal propensities from presumed 
knowledge of average propensities. The fullest treatment of this 
problem is that of Viner.! He recognises that the marginal and 
average propensities need not be equal; that marginal will equal 
(exceed, fall short of) average if the average propensity to consume 
a commodity remains the same (increases, decreases) as income 
alone increases. (The exact numerical relation between average 
and marginal propensity we can state: marginal propensity ~ 
average propensity = income elasticity.) Using a variant of 
what is known among a priori probability philosophers as the 


? Studies, pp. 324-5. In what follows I try to state in statistical jargon what 
seems to be Viner’s intended meaning. 
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principle of sufficient reason (or of insufficient reason, or of 
equi-probability of the unknown) Viner argues that if we were 
given data on average propensity alone, “ it was theoretically to be 
expected ” that the average propensity would go neither up nor 
down with income, so that the unknown marginal propensity 
could best be estimated as equal to the known average propensity, 
(In terms of the above stated numerical relations, we may inter- 
pret Viner to assume that if we don’t know whether the income 
elasticity is greater or less than one, equi-probability of the 
unknown considerations suggests that the best estimate is unity. 
Perhaps the argument will gain in plausibility to some if I add that 
for all goods, including saving as a good, the average of income 
elasticities of all goods, each weighted by the percentage spent on 
it, must exactly equal unity.) 

To-day many, perhaps most, statisticians will have little to 
do with the equi-probability-ignorance arguments that were so 
beloved by Edgeworth and others. Instead they take the high- 
and-mighty attitude that out of ignorance can come only ignozance. 
For the purpose of the present paper, the main conclusion of 
which is against the existence of any presumptions in the zero- 
impediment case, such an austere attitude is perfectly satisfactory. 

But for the sequel, in which the biases introduced for the 
reparations problem by transport cost are subjected to analysis, 
some linkage between average and marginal propensities would be 
useful. In particular, I should like to work out the implications 
of the Viner view that in the absence of further knowledge, we 
had better equate marginal propensities to average propensities. 
If anyone refuses to accept such a use of the principle of sufficient 
reason, I shall not quarrel with him. 

What the Viner convention means in geometrical terms can 
be simply put. Consider any point in the box-diagram of Fig. 1. 
Suppose we know nothing of the slope of the income-consumption 
curve through that point; so that its slope might point in any 
direction with “‘ equal likelihood.’”’ Then what I shall call the 
Basic Convention requires us to draw in the slope of the income- 
consumption curve so that it points directly toward the origin of 
the country in question. The income-consumption curves pro- 
ceed out from the origin in radial spokes, looking much like the 
typical casual blackboard drawing of indifference curves.* 


1 Given more knowledge, such as that food is a necessity and clothing 8 
luxury, we could, of course, do better. Interestingly enough Pigou’s assumption 
of linearity of marginal utility and of independence leads to indifference curves 
that are concentric ellipses around a center of satiation; all the income-consump- 
tion curves point inward toward the satiation point; along any indifference 
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In statistical jargon, Viner believes the average propensity to 
consume can be regarded as the modal estimate of the unknown 
marginal propensity to consume. He defends himself against a 
criticism of Roland Wilson and Harry D. White by stating defin- 
itely that he does not think the probability of this mode to be 
greater than one-half or, for a continuous variable, even necessarily 
greater than zero; but being the mode, its probability or proba- 
bility density is greater than that of any other single number. 
This modal value, Viner suggests, will minimise the “ probable 
error” of theestimates. In terms of any of the usual definitions of 
probable error and of modes, this is too strong a statement to 
make—unless, as would probably seem plausible to Viner, we 
can regard the unknown probability distribution as being a 
peaked symmetric one with coincidental mean, median and mode. 

Among practitioners of the arts of a priori probability we 
more commonly encounter the assumption of a perfectly flat, 
so-called ‘‘ rectangular distribution ” of probability than that of a 
peaked unimodal distribution. Viner quotes as a precedent the 
argument of John Stuart Mill alleging that the equilibrium in a 
simple Ricardian foreign-trade example was more likely to be at 
the mid-point between the limits set by comparative advantage 
than at any other single point, but with the recognition that the 
probability at this mid-point mode would itself be small. Actually 
many commentators have noted that Mill in his Logic showed a 
great, and uncharacteristic, ignorance of probability matters, a 
serious weakness in a writer purporting to treat the problem of 
induction and one which makes him an uncertain guide to follow. 
However, Mill was in good company among economists, a number 
of whom (including Carl Menger) have argued that the half-way 
point between limiting price ratios enjoys some special probability 
privileges. 

The present example is a perfect one for critics of the assump- 
tion of equi-likely probabilities, who point out its fatal dependence 
upon arbitrary specification of original categories and variables so 
that its conclusions are not invariant under reclassifications of 
categories and transformation of variables. These critics point 
out that the method can lead to the presumption of equal males 
and females on the moon or equal males, female humans and 
female tigers, depending upon the whim of the practitioner. 
In the present example it is obvious that transforming from the 





curve of the special Pigou family of curves, the more expensive a commodity 
becomes the greater becomes its relative marginal-physical-propensity-to-con- 
sume, which is just the opposite of what is implied by our Basic Convention. 
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variable ‘‘ price of Portuguese wine — price of English cloth” 
to its reciprocal causes a substantive change in the mid-point. 

Because of its interest in connection with the main stream of 
philosophic thought, I have dwelt at some length on this matter, 
It will be clear to any careful reader that only the minutest 
fraction of Viner’s analysis is affected by this issue. And I must 
myself confess to a lingering interest in the case covered by the 
Basic Convention, not so much for the present paper but for the 
analysis of more general problems involving transport costs and 
trade impediments. 


SUMMARY OF FAILURE OF ORTHODOX PRESUMPTION IN 
ABSENCE OF TRANSPORT COSTS 


The above sections have arrived at a far-reaching conclusion. 
If we rigidly adhere to the assumption of literally zero transport 
costs and admit no impediments to trade or imperfections of 
competition into our analysis, then the orthodox presumption that 
the terms of trade of the paying country will tend to deteriorate 
turns out to fall completely to the side. In every case where an 
orthodox presumption has been established, it turns out that 
somewhere in the chain of reasoning, consciously or unconsciously, 
impediments to trade have been brought into the picture. 

Once we push the assumption of zero transport costs to its 
ultimate limit, there is absolutely no localisation of demand, and 
there can be no a priori correlation between regional patterns of 
production and tastes. This is the crucial point to be understood. 
We can number countries a, b, c, . . . and goods 1, 2, 3,... All 
permutations of marginal propensities are then equally admissible 
a priori, and when we come to compute a criterion of movements 
in the terms of trade this turns out to be a symmetric function 
with no basis for the presumption that it will be of one sign or 
another. In this limiting case of literally zero transport cost, 


1 In connection with a different but analogous problem, Viner employs 4 
quite different assumption that is more nearly in accordance with the usual 
assumptions about equi-likelihood. In connection with the relation of mint 
parity to foreign exchange he says: ‘‘ Equilibrium . . . is as likely to be reached 
at any one as at any other rate within the limits of the specie points ” (Studies, 
p- 379). Here he is assuming a rectangular distribution without peaks. Un- 
fortunately, if ignorance tells us the above about the dollar price of the pound, 
this implies that it tells us something quite different and inconsistent about the 
pound price of a dollar: in technical parlance if x has a rectangular distribution 
of equal probability between A and B, then 1/x will turn out not to have a rect- 
angular distribution of equal probability. The arithmetic mean, the geometric 
mean and the mode lack invariance under inversion; and only under special 
conventions will the median and geometric mean possess invariance for this 
problem. The geometrical argument for our Basic Convention could be closely 
linked with the paradoxes of the classic Buffon random-needle problem. 
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it seems to me logically inescapable that the Ohlin or Modern 
View is correct in its agnosticism : there is no presumption that the 
terms of trade will deteriorate rather than favor the paying country. 

Figs. 1 and 2 illustrate this. As drawn, they seem to favor the 
orthodox view. But that is simply because, to be agreeable, I 
stacked the cards. What if the original A point had been on the 
other side of the contract curve, as would certainly have been 
possible before I labelled the axes? Then the behaviour of the 
slopes below B would have negated the orthodox view. Or 
suppose I had stipulated that America rather than Europe were 
the paying country. Then a careful examination of the diagram 
above B will show that I have stacked the cards against the ortho- 
dox view. The principle of sufficient reason—in its correct 
formulation, which out of ignorance deduces only ignorance— 
shows that until transport costs introduce asymmetry into the 
picture, no a priort presumptions are possible. 


VARIABLE OuTPUT AND MULTIPLE COMMODITIES 


My main task is done. But to underline this far-reaching 
conclusion in the zero-transport-cost case, let me briefly show 
that relaxing the assumptions that production is fixed and that 
there are only two goods will still not lead to the orthodox result. 
The box-diagram of Fig. 1 does not tell all the story once pro- 
duction becomes a variable. Each new pattern of output gives 
rise to new dimensions for the box. Nonetheless, students of the 


1 One reader has asked me whether this identification of the orthodox pre- 
sumption with transport costs is analytically related to the Heckscher—Ohlin 
view that many differentials in regional factor prices would be wiped out if it 
were not for transport costs of finished commodities, a subject that I have dis- 
cussed in two earlier articles in the Economic JourRNAL, 1948 and 1949. I 
-believe these are not essentially related: the present analysis in terms of fixed 
production is one in which the Heckscher-Ohlin analysis becomes irrelevant, and 
yet it is a case where transport costs are relevant for the transfer problem. To 
forestall another misunderstanding of the above statement of our ignorance, let 
me add that in any one case, countries a, b and c will in fact tend to have a definite 
pattern of production of goods as determined by comparative advantage (factor 
endowment, etc.). But without transport costs, the way that each country 
spends what income it does have will not depend in any causal way on the pattern 
of its production. Until we are told more about the two countries—such as the 
fact that the payer has a marginal propensity to consume good 2 of exactly 
03333 or that the receiver happens to produce a luxury good, ete.—there seems 
to be no @ priori systematic basis for predicting the direction of changes in the 
terms of trade : the effects of differing production patterns on the distribution of 
income may be in the direction of increasing or decreasing the relative demand for 
home versus foreign products; the example of the woodworker who is in that 
occupation because he is the sort of man who will spend his increments of money 
and leisure on fine wood carvings is matched by the example of the sadist who will 
spend his increments on the masochist, etc. 
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pure theory of international trade know that a determinate 
equilibrium can still be determined even when production js 
admitted as a variable. 

Graphical or mathematical analysis of the two-country two- 
good case, where production of the goods is variable along a 
given technological transformation curve, shows that our exact 
same criterion determines the qualitative direction in which the . 
terms of trade must change as a result of transfer; so again no 
orthodox presumption is possible. I shall relegate to a footnote a 
statement of the mathematical system involved for any interested 
reader to check, and shall very briefly formulate in common-sense 
terms the reason for this surprisingly simple result.” 

First suppose the equilibrium configuration of production and 
consumption has determined itself. Now introduce a unilateral 
payment of the usual type. Presumably everything will have to 
change, including of course production. But just suppose we 
were able to find a new equilibrium without any change in output; 
then since the equilibrium is assumed unique, that lucky guess of 


1 Ricardian constant costs is one simple case. The next simplest case is one 
in which costs are variable and in which for each price ratio between the two 
goods, there is an optimal production pattern for each good, as determined by 
tangency conditions along a production-possibility or (opportunity-cost) pro- 
duction transformation curve. See G. Haberler, Theory of International Trade; 
W. Leontief, ‘‘ The Use of Indifference Curves in the Analysis of Foreign Trade,” 
Quarterly Journal of Economics, 1933, reprinted in Readings in the Theory of 
International Trade (1949). General equilibrium handles these and more general 
cases with complete rigor. 

2 Throughout, let capital letters stand for European variables and small letters 
for American; let X, and 2, represent consumption of clothing and X, and 2, 
consumption of food; let Y,, y,, Y2, y, represent the corresponding production 
figures, which are related in each country by transformation functions of the 
usual convex type, Y, = 7'(Y,) and y, = t(y,); let Ps stand for prices and let 
primes and double primes stand for differentiation ; let the tastes for each country 
be given by indifference curves that are defined by the following marginal-rate-of- 
substitution functions for food and clothing R = R(X,,X,) and r = r(x,%); 
finally, let the algebraic payment or transfer paid by Europe to America in 
terms of clothing be B. Then the conditions of equilibrium determining all 
variables are given by 


X, +2, = Py t+ yy, X_ + Le = Yo + yo, (Xz — F2) 


—P'(Y,) = RIX, X,) = Ft =P = rleyn) = — 
. 

This Leontief-type system becomes the Pigou-Jevons system if we make the Ys 
all constant, dropping the outside equations in the last line, and if we specialise 
R and r to be ratios of independent and linear marginal utilities. The criterion 
for the algebraic sign of the change in P,/P, with respect to a change in B can be 
shown to be (@R/0X,) (Or/dx,) — (OR/AX,) (dr/éx,), which is equivalent to our 
earlier criterion. (To introduce tariffs in the picture we must distinguish between 
the Ps and the ps; to introduce real transport cost, we must in addition modify 
the relations between the total Xs and Ys.) 
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ours would correctly portray the new equilibrium. A little reflec- 
tion tells us when we can hope to find a new equilibrium without 
any change in production: it is when the criterion worked out in 
the previous section is exactly zero, and it is only in this case. 
This can be verified by the box-diagram, which, so long as we are 
tentatively holding production constant, can be legitimately 
applied. This diagram has told us which is the one critical 
case where no change in price will be necessary. The case where 
0,/Fz = Ca/F 4 is the razor’s edge; in this case, existing pro- 
duction gets re-allocated between the countries without any 
relative price change; and without any relative price change, no 
change in production can take place.* 

From this reasoning it follows that the criterion of the fixed- 
production case still provides us with the watershed between the 
two possible directions of change in the terms of trade. Vari- 
ability of production may affect the quantitative intensity of the 
change in export—import prices, but it cannot affect their qualita- 
tive direction.2, Income propensities alone are relevant for the 
qualitative question. 


1 Professor Viner has noted the singular case where the orthodox presumption 
breaks down regardless of income propensities. In the Ricardian case of constant 
cost, where one of the countries incompletely specialises and the price ratio is at 
its limiting comparative cost ratio, the transfer cannot affect the terms of trade. In 
this singular case of infinite elasticity of supply, we may think of our criterion as 
trying to indicate a change in the terms of trade but as having zero leverage in 
doing so. See Viner, Studies, p. 349. 

We may relax the assumption that output depends on relative prices alone. 
Thus people in the receiving country may now feel rich enough to work fewer 
hours, while the payers work more hours. But when we permute the assumption 
concerning the labor intensity of the payer’s export good, the symmetry of our 
ignorance seems to permit of no definite presumption. 

* A similar statement can be made about the role of price elasticities of demand 
and of supply generally, although the literature abounds with contrary state- 
ments. A more subtle mistake appears in some of the better analyses of the 
transfer problem; there is believed to be some asymmetry between the roles of 
supply elasticity and demand elasticity, between the elasticity involving marginal 
utility and that involving marginal disutility; and this asymmetry is made to 
work in favor of the orthodox view. Cf. Pigou, Public Finance, pp. 183-5; 
and Bronfenbrenner, op. cit., pp. 125-6, where the following appears: ‘‘ In 
general, suppliers (including exporters with a choice between several markets for 
disposal of their products) are more sensitive to differential profits than are 
consumers to differential satisfactions. Ceteris paribus, then, elasticity of supply 
is greater than elasticity of demand, and so, in general, terms of trade may be 
most likely to shift in favor of receiving countries.” This is inconsistent with 
my previous analysis, and stems, I suspect, from the non-essential relationship 
between price and income derivatives introduced by the special features of the 
Pigou independence and linearity assumptions, and from the transformation of 
the terms in the criterion into elasticity coefficients. Earlier in the section 
dealing with scale effects I have commented on the treacherous nature of such 
elasticities in probability reasonings. 

No. 246—voL, Lxu. x 
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Thus, we have seen that (1) whether production is constant, 
(2) whether costs are increasing or (3) whether costs are constant, 
there is the same absence of presumption concerning the effects 
of transfer on the terms of trade. 

There remains the question of what happens to our results 
when we go beyond the two-goods case. Of course, when there 
are more than two goods the concept of the terms of trade becomes 
ambiguous. We could try to define some index number, but for 
the present purpose no such approximation is necessary ; there is 
nothing that prevents us from considering the effects of a transfer 
payment on all price ratios of each possible pairings of the goods, 

So long as transport costs are literally zero, there is again no 
localisation. of demand and no a priori correlation between 
regional taxtes and regional comparative advantages in produc- 
tion. We are again in a position of symmetrical ignorance: 
with transport costs literally zero, the orthodox presumption 
becomes completely untenable. 

To my knowledge the only logically air-tight successful 
defense of the orthodox view is that given by Viner, in which he 
explicitly introduces into the problem transport costs great enough 
to make international trade prohibitive for some ‘“ domestic 
commodities.” 1 Naturally a high percentage of our income is 
spent on such commodities. And from this fact it is often con- 
cluded that the orthodox presumption can be justified. Actually, 
Professor Viner has shown how all this can be made completely 
rigorous in a model. His model involves the reasonable assump- 
tion that outputs of a country’s export and domestic goods 
are variable and substitutable and will be discussed in the 
sequel. 

Nonetheless, I should like to report an illuminating experiment 
that definitely failed. Years ago, before Viner’s masterpiece had 
appeared, I attempted to deduce the orthodox presumption by 
postulating, in addition to the two freely traded international 


1 Studies, pp. 348-9, seems the best reference for this; note the interesting use 
in 1937 of Hicks-like composite commodities. Viner and Bronfenbrenner also 
make frontal attacks on the effects of tariff duties, but Viner’s conclusion in this 
case seems to be against rather than for the orthodox position. As indicated in 
my earlier footnotes, I believe this result to be due to the peculiar concentric ellipses 
of the Pigou model and that upon later analysis the orthodox case can be defended 
if we are willing to use the Basic Convention to identify more closely marginal and 
average propensities. G. A. Elliott, “‘ Protective Duties, Tributes, and Terms of 
Trade,” Journal of Political Economy, Vol. XLV, 1937, 804-7, showed that a 
prohibitive tariff can convert a traded commodity into a domestic one, and thereby 
increase the presumption that the terms of trade will move in the orthodox 


direction. 
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goods, the existence of domestic goods in one or both countries. 
But I assumed production of each good to be absolutely constant 
and inelastic in supply. Mathematical and logicai analysis 
then showed that the orthodox presumption could not be 
maintained.* 

In terms of graphs, a box-diagram like Fig. 1 was still applic- 
able to this case. But in drawing up each party’s indifference 
curves, I had to hold constant the consumption of the domestic 
goods. Depending upon taste patterns of complementarity 
and competitiveness between the domestic and traded goods, the 
levels at which the domestic goods were held constant could 
cause shifts in the slope and appearance of the indifference 
curves, but need not affect their general curvature. Exactly 
the same reasoning of Fig. 2 could be used to show that the same 
criterion (C'z/F'z) — (C4/F'.4) would apply, provided these marginal 
propensities were calculated ceteris paribus, i.e., with domestic 
goods’ production and consumption held constant.” 

This being so, I was in for a surprise. In trying to evaluate 
this criterion so as to arrive at the orthodox presumption, I soon 
found that the modern view continued to hold. In the absence of 
knowledge concerning the pattern of complementarity, and pro- 
vided the traded goods were absolutely free of transport costs and 
non-localised in their demand, it was just as easy to imagine a 
world in which the paying country produced an export that would 
appreciate rather than depreciate in relative value. So long as our 
ignorance is thus symmetrical,’ there is nothing to do but study 
the econometric facts of each situation and be prepared for a 
change in the terms of trade in either direction. 


1 G. A. Elliott in the 1936 cited article had already arrived at this conclusion. 

* Suppose Europe spends her extra income on food, clothing and European 
houses in the proportions (10%, 20%, 70%), and America spends her extra income 
on food, clothing and American houses in the proportions (6%, 12%, 82%). 
Many writers would then seem to want to compare Europe’s 10% expenditure on 
America’s goods with America’s 88% expenditure on her own goods. With 
production fixed, this is wrong. Assuming that the change in house prices is 
“neutral ” in its effect on income propensities, we must here compare 20/10 with 
12/6, which gives no change in the terms of trade. Note too that the Haberler- 
Meade criterion, if uncritically applied, would here yield 0-10 + 0-12, which is 
much less than unity, and might wrongly be interpreted to necessitate a deteriora- 
tion and a sharp one to boot. 

* Viner’s successful vindication of the orthodox presumption was possible 
because of his (quite realistic) introduction of an element of asymmetry into the 
problem: his domestic good is made (infinitely) substitutable for the region’s 
export good production and not at all substitutable for the import good pro- 
duction, 
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CoNCLUSION 


This completes what has been a fairly exhaustive analysis of 
the transfer problem. I have pursued the implication of literally 
zero transport costs to the bitter end, and have arrived at the 
conclusion that there is then no presumption in favor of the 
orthodox view that transfer will tend to deteriorate the terms of 
trade of the paying country. This serves to clear the way fora 
later more detailed analysis of transport costs in the international 
trade mechanism, in the course of which the orthodox view will 
turn out to be partially vindicated. 

Pavut A. SAMUELSON 


Massachussetts Institute of Technology, 
Cambridge, Mass. 





THE CYCLICAL ADJUSTMENT PATTERN OF AN 
“QPEN ECONOMY”: CANADA, 1927-1939 4 


Because of the dependence of the Canadian economy on 
foreign trade, particularly during the inter-war period, Canada 
affords an excellent example for studying the international 
repercussions of the business cycle. The importance of the British 
and American economies, both as sources of supply and outlets 
for her products, tended to make her internal economic activity 
a function of that in the other two countries. Hence, it is the 
purpose of this article to examine the method of adjustment of 
such an “open economy ”’ to the cyclical forces generated from 
abroad. 


I. Tot ExprectTeED ADJUSTMENT PROCESS 


If we summarise the expected depression * adjustment process 
of a typical debtor-raw-material country like Canada, the steps 
would be somewhat as follows : * 

The decline in activity in the major countries of the world 
would reduce their purchases of world products, particularly raw 
materials. As a result, the (debtor-raw-material) exporting 
nations would feel the effects first through diminished exports. 
The initial balance-of-payments change would be the worsening 
of the visible balance of trade. 

Probably, as an accompanying disturbing factor, there would 
be a reduction in the availability of long-term money-capital, so 
that, in addition to a weakened current account, there would also 
be a worse capital account. Thus there would be a double 
pressure on these countries: fewer exports and less receipts of 
foreign exchange from new loans. 

These pressures would set up two influences depressing the 
domestic economy of the country thus hit. The fall in exports 

1 To lessen the number of footnotes, data from such readily available publica- 
tions as Trade of Canada, Canadian Balance of International Payments, Canada 
Year Book, ete., have not been cited. 

* For ease of exposition, we have preferred the depression phase. The 
corresponding movements during an upswing can be easily translated. 

* This subsection is a summary of the adjustment process as found in e.g., 
F. W. Paish, ‘“‘ Banking Policy and the Balance of International Payments,” 
Economica, November 1936, Section IV; League of Nations, Economic Stability 
in the Post-War World, Ch. VI; F. Machlup, International Trade and the National 


Income Multiplier (Philadelphia 1943), Chs. 4, 5; G. Haberler, Prosperity and 
Depression (3rd ed.), Ch. 13, Section 2. 
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would depress those industries producing for export, curtailing 
employment and purchases of goods there, and thus set up 
secondary deflationary forces. The decline in loans from abroad, 
similarly, would curtail domestic investment, employment and 
materials purchasing in the borrowing industries, and there too 
start secondary depressing repercussions. These secondary 
reactions, of course, are familiar from multiplier-acceleration 
literature. 

Meanwhile, the drop in receipts of foreign exchange would be 
creating a drain on domestic reserves of gold and short-term 
assets. Since, initially, the loss of foreign exchange was not 
accompanied by a decline in the demand for those currencies 
arising from imports, debt service, etc., there would be an excess 
demand for the currencies of the various creditor nations, and an 
accompanying excess supply of the domestic currency on the 
foreign-exchange markets. This deficiency would be met by the 
loss of gold and foreign-exchange reserves of the currency-issuing 
agencies and the banks, and probably a decline in the foreign 
balances of the domestic banks. Bank reserves would thus be 
declining, and unless offset by some government or central bank 
action, such as open-market purchases, there would then be the 
necessity for a (multiple) contraction of bank loans and deposits, 
to restore the normal reserve ratios.} 

The loan contraction, in turn, would further re-enforce the 
downward movement. Production would be curtailed as in- 
ventories were liquidated to provide funds to meet the loans being 
called. Employment and materials purchasing would drop, and, 
again, secondary reactions curtailing incomes still more would 
result. 

As these numerous depressants continued, national income 
would drop, consumption would decline and, with the curtail- 
ment of production, investment and consumption, imports would 
drop, as fewer producers’ materials, capital goods and consumers’ 
goods were demanded. The import decline would thus reduce 
the demand for foreign exchange, gradually restoring a balance in 
the external markets. 

However, because of numerous rigidities in the modern 
economy, it is usually difficult to curtail imports enough to reduce 
the demand for foreign exchange sufficiently to offset the decline 
of exports and capital imports. As a result, pressure on banking 
reserves would continue, mitigated, in extreme cases, by foreign- 
exchange controls and defaults on externally held debts. 


1 Except to the extent that there had been excess reserves. 
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II. CaNnADA’s ADJUSTMENT 


For Canada, however, during the period under study, the 
adjustment process did not work quite as one would have ex- 
pected. On the contrary, in the downswing, imports fell more 
than exports, so much so that not only did an unfavorable trade 
balance become favorable, but the loss of capital imports was 
more than offset, resulting in a net export of capital, reducing the 
size of the foreign-held debt. In fact, it would not be an exaggera- 
tion to say that the worse the state of domestic activity, the 
better the international position became. 

This favorable turn in the downswing came about because of 
the intimate relation of money-capital imports, imports of 
producers’ goods and domestic investment. Broadly speaking, 
the 1927-29 Canadian prosperity had been based on expanding 
export markets, particularly for newsprint, wheat and wheat 
flour. Investment within Canada was high, far in excess of 
domestic savings; hence, financing in part by borrowing in the 
United States was necessary. Moreover, since Canada did not 
have a fully developed heavy goods industry, much of the equip- 
ment required for the new investment programs had to be im- 
ported, and that, almost exclusively, was also from the United 
States. In 1929 imports of producers’ goods accounted for over 
one-third of all imports. Thus, the investment program at home 
tied together two offsetting streams of foreign exchange (mostly, 
American dollars) : the inflow to participate in the expansion and 
the outflow to pay for the goods. 

With the end of the world-wide economic boom in 1929, both 
at home, in Canada, and abroad, particularly in the United States, 
Canadian exports dropped and new domestic investment declined. 
This drop in investment curtailed the demand for producers’ 
goods sharply, and, since this category was about one-third total 
imports, this decreased demand resulted in sharply lower imports. 
On the other hand, Canadian exports shrank much less. These 
were primarily producers’ materials and consumers’ goods— 
newsprint, non-ferrous metals, wood-pulp, wheat, wheat flour, 
other agricultural products—items whose demand was a function 
of current production and consumption in the main importing 
nations, and thus much more stable than investment. With 
current production subject to a much smaller amplitude in its 
decline than would be experienced by investment, the type of 
material which Canada exported would tend to suffer less of a 
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decline in demand than that imported.1 Hence, Canadian 
exports held up better than imports, and a growing current- 
account surplus was achieved. 

Moreover, the worse the depression in Canada, the greater was 
the relative decline in her domestic investment, and thus, other 
things being equal, the greater the relative decline of her imports, 
as imports of producers’ goods dropped off disproportionately to 
the others. Similarly, when the succeeding recovery in 1933- 
37 did not generate much new investment, the existing capacity 
being operated at a higher ratio, imports continued to lag relative 
to exports, thus maintaining the favorable current account. 
The depressed state of domestic investment resulted in an excess 
of home savings, so that the current-account surplus was used for 
capital exports,? absorbing the savings excess and current-account 
balance simultaneously. As a result, the adjustment over the 
period was greatly facilitated. 

The smoothness of the transition, in view of the magnitude of 
the various changes, is quite surprising. From 1930 to 1935 the 
current-account balance improved $462 million, despite a 
shrinkage in total current receipts from $1,297 million to $1,145 
million. Net new borrowing abroad, which had amounted to 
$290 million in 1930, ended in 1931, became an estimated excess 
of retirements of $32 million by 1933 and $164 million by 1936, 
while total (net) capital movements (excluding changes in monetary 
gold and banking assets), which had amounted to an inflow of 
$392 million in 1930, became an outflow by 1935 estimated at 
$150 million. Yet, despite such great swings in so short a period 
of time, Canada was able to meet and offset the resulting pressures 
without controls or defaults, though, on the domestic side, 
experiencing much unemployment of men and resources. 


III. CANADIAN ForEIGN Economic Po.uicy 


During the period that Canada was coping with the depression 
forces, three policies were instituted whose operations tend to 
obscure the workings of the adjustment process already explained. 


1 Nor should the importance of non-monetary (newly mined) gold exports be 
overlooked. They were subject to no such decline, but, in contrast, actually 
rose in value in response to the 1931 depreciation of the Canadian dollar, and the 
depression fall in mining costs. Also, on the import side, there was a large pro- 
portion of luxury goods, also subject to more severe declines in a depression than 
would be experienced by Canadian exports. 

2 The 1937 brief investment boom was accompanied by the reverse picture— 
a worsening of the current account, as imports of producers’ goods rose sharply. 

3 Actually, the repatriation of foreign-owned Canadian securities. 
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These were currency depreciation following Great Britain’s 
departure from the gold standard in September 1931, increased 
tariff protection (including greater protection via stricter adminis- 
tration of the tariff regulations), and Empire Preference, heightened 
after the 1932 Ottawa Conference. Although these all aided the 
main tendency of the adjustment—the improvement of the 
current account, particularly the trade balance—none of them, 
either singly or together, can be given much credit for the favorable 
trend that did result. 

The depreciation of the Canadian dollar after September 1931 
was more a protective aid; the depreciation did not stimulate 
exports or curtail imports greatly, but maintenance of the pre- 
1931 par would probably have hurt Canada’s trade position. 

This can be seen most easily by considering the factors that 
dominated the demand for Canada’s main exports. All, with the 
exception of newly mined gold, depended more on incomes and 
business activity in the importing country, and relatively little on 
price elasticity or relative cheapness. For example, no newsprint 
supplier could replace Canada in the American market; the 
Scandinavian sources could not have filled more than a small 
fraction of the gap that would have resulted had the Canadian 
supplies disappeared. Essentially, what determined the volume 
of demand for newsprint was the volume of advertising in and the 
circulation of the American newspapers, in turn a function of 
domestic activity. Since both advertising rates and the news- 
stand prices of the newspapers were sticky, lower newsprint 
prices would not have been reflected in lower prices to the final 
consumer, so that the derived demand for newsprint tended to be 
very inelastic. The weak influence of price was illustrated in 
1928; a sudden collapse of the Canadian newsprint price structure 
failed to stimulate exports, the rise in the volume of exports in 
the period immediately following the price drop having been 
merely the continuation of the upward trend of the twenties. 

Similarly for the base metals; Canadian production costs, 
and thus prices, were as low as, or lower than, any competing 
nation during the thirties. During that decade the volume of 
her exports of these commodities depended on the volume of 
British spending, particularly on new construction, and, later, 
British rearmament outlays. Currency depreciation would only 
enhance an already superior cost and price position, while doing 
very little to stimulate sales because of lower prices. Materials 
costs were not important enough to be a significant factor in the 

1 Cf. The Monetary Times (Toronto), August 8, 1936, p. 19. 
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price of new homes, nor, certainly, would British armament 
expenditures have been much influenced by the cost of the non. 
ferrous metals. 

Under normal market conditions exports of Canadian wheat 
and wheat flour, too, were not too much influenced by price, 
Canadian wheat was as cheap as that of any competing nation 
when sold freely, and it was only under artificial conditions, such 
as the Dominion Government price-support policy of the thirties, 
that Canadian wheat was put at a competitive disadvantage, 
It is true that depreciation of the Canadian dollar did serve to 
ease the internal deflationary effects of the world-wide drop in 
wheat prices, particularly since the Argentine and Australian 
currencies had also depreciated, but the greater drop in the gold 
value of these latter two currencies prevented her own deprecia- 
tion from giving Canada a competitive advantage in world wheat 
markets. 

A summary picture of the influence of currency depreciation 
can be gathered if we compare the overall export figures. In 
September 1931 Canada left the gold standard, but her currency 
did not drop as much as did the British pound. Relative to the 
American dollar, the Canadian dollar had depreciated, but 
relative to the pound it had appreciated. Presumably, were 
relative prices a significant determinant of demand, exports to 
the United States would have been stimulated, whereas exports 
to Great Britain would have suffered. Yet, for the year 1932, 
the reverse occurred; excluding non-monetary gold, merchandise 
exports to Great Britain rose 7%, whereas those to the United 
States dropped a third. Similarly, after the United States went 
off gold in the spring of 1933, Canadian exports to that country 
boomed, instead of suffering, despite the much greater drop of 
the American dollar. It was her important customers’ domestic 
activity—both of whose economies turned up shortly after the 
external value of their currencies had dropped—rather than 
relative prices that was the main determinant of the volume of 
Canada’s leading exports. 

This is not to imply, however, that Canada should have main- 
tained her currency at the pre-1931 par in terms of gold. On 
the contrary, that would probably have exposed her to the ex- 
ternal drains such as the gold bloc was subjected to. After the 
British and American departures from the pre-1931 gold standard, 
the currency of a country like Canada, whose economy was 80 
greatly dependent on these two markets, would have been even 
more suspect, had it tried to maintain the pre-1931 gold value. 
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Moreover, the aid to the domestic price level must not be over- 
looked; as already mentioned, her main competing wheat 
exporters, Argentina and Australia, had also depreciated their 
currencies, so that a similar move by Canada lessened the internal 
inflation. 

It can also be shown that Empire Preference and the increased 
tariff protection were relatively small in their effects on the current 
account.t Most of the export improvement was to the British 
market concomitant with that country’s upswing after leaving 
the gold standard. The influence of the tariff served mainly to 
reinforce the decrease in steel imports from the United States, 
the more important factor having been the lower level of Canadian 
investment and thus demand for U.S. capital goods. 


IV. Tue ADJUSTMENT PROCESS, 1930 To 1934 


If we compare 1934 with 1930, we can get a clearer picture of 
the adjustment process than by tracing the year-to-year move- 
ments. The two facts that stand out are the marked improve- 
ment in the current account and the reversal of the capital 
account from a net inflow to a net outflow. 

Briefly, the main statistics are : 


Selected Balance-of-payments Changes 
(In millions of Canadian dollars) 
1930.* 1934.* Change.* 


1. Visible Balance of Trade. : — 93 +164 
2. Interest and Dividends (net payment) + . — 289 —211 
3. Non-monetary Gold Exports fi : ; + 39 +114 
4, Current Account—Total . - —337 + 68 
5. Net New Issues Abroad (less redemptions) : +290 — 58 
6. Direct Investment Transactions . + 37 — 45 
7. Monetary Gold (net) . . . ° . — 36 — 4 
* For the “‘ Change ”’ column, a “ + ” is an increase in receipts or decrease 
in payments of foreign exchange, a “‘ — ”’ is a decrease. For the “‘ 1930” and 
“1934 ” columns, a “‘ + ” is a receipt of foreign exchange, a ‘“‘ — ”’ a payment. 
t Interest and dividend receipts from abroad have been deducted from the 
total paid to non-residents of Canada. 


Other than for item (1), little explanation is necessary. The 
fall in net interest and dividend payments (2) was the result to 
be expected of a long depression. The increase in non-monetary 
gold exports (3) was the result of increased domestic gold pro- 
duction in response to the higher price of gold following Canada’s 
departure from the gold standard in 1931. The decline in direct 
investments in Canada (6) came about, in part, because of the 


1 Cf. D. R. Annett, British Preference in Canadian Commercial Policy (Toronto 
1948), pp. 79-80, 136-7. 
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same forces lowering all Canadian investment during that period: 
in part, too, it reflected the loss on unprofitable foreign-owned 
Canadian branches and resulting sale to Canadian purchasers! 

The decline in net new Canadian issues abroad (5) was a com- 
bination of less American lending and a reduced demand for capital 
by Canadians. The former occurrence is well known, and need 
not be elaborated on here. The latter—the lessened demand— 
is not surprising either; the depression and then feeble recovery 
of 1933-34 decreased new investment greatly, so that there was 
little need for outside funds, other than for deficit-financing for 
the various governmental units. In 1934 net disinvestment— 
the excess of depreciation over gross investment (inclusive of 
inventory changes)—exceeded net personal dissavings by $130 
million. That is, the funds received from the allowances for 
depreciation were more than the amount that Canadians as 
individuals were consuming out of previous savings. Hence, 
sufficient funds were released for redemptions of outstanding 
securities, as well as for investment in new government issues, to 
free the Canadians from dependence on foreign capital markets. 

The main change that eased Canada’s adjustment process was 
the considerable improvement in the balance of trade with the 
United States, with whom the deficit decreased $185 million, and 
the United Kingdom, with whom the surplus increased $104 
million. This improvement occurred despite a decline of $232 
million in total exports, as imports dropped $489 million. 
Canada’s imports from the United States decreased relatively 
more than did her exports to the United States : 















(In millions of Canadian dollars) 






1930. 1934. % Change. 
Canada’s exports to the United States. : 397 226 —43 
Canada’s imports from the United States ° 634 278 —56 
Canada’s unfavorable visible balance of trade . —237 —52 —78 






This came about because Canada’s exports to the United 
States were predominantly for consumers’ goods production, 
e.g., wood-pulp and newsprint, whose activity fluctuated relatively 
little, whereas her imports were, in large part, producers’ goods,’ 








1 Cf. H. Marshall, F. A. Southard, Jr., and K. W. Taylor, Canadian-American 
Industry (Yale University Press 1936), Appendix IT. 

2 To some extent, too, this greater drop may have been the result of a greater 
prevalence of price inflexibility among producers’ goods (cf. F. C. Mills, Prices in 
Recession and Recovery, National Bureau of Economic Research 1936, p. 219). 
Their smaller price decline, while the selling prices of their customers’ products 
were dropping sharply, would thus be the equivalent of a (relative) price increase, 
. which would tend to curtail purchases, in addition to the loss of orders as neW 
investment dropped off. And, since the Canadian tariff protected the domestit 
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a much more volatile group. Since investment declined much 
more than output during the period 1930-34, we would expect the 
greater decline of Canada’s imports. To illustrate: gross home 
investment in Canada, excluding inventories, declined from $916 
million in 1930 to $296 million in 1934, or 68%; the U.S. Federal 
Reserve Board index of industrial production declined from 91 to 
75 during the same period, or 18%. 

In 1930 30% of Canada’s imports from the United Siates was 
“Tron and Its Products,”’ the class into which most producers’ 
goods fall, whereas 54% of her exports to the United States was 
“Wood, Wood Products, and Paper ’’—mostly wood-pulp and 
newsprint. By 1934, the decline in value of these two was 63% 
and 47% respectively. Total estimated purchases (by Canadians) 
of new producers’ goods (Canadian as well as imported) dropped 
from $401 million in 1930 to $149 million in 1934, or 63% less, 
equal in percentage to the drop in imports of “iron and its 
products,” machinery (other than office equipment) dropping 
65:5%, from $226 million to $78 million.* 

Generalising, we can say that a downturn in activity within 
Canada would improve the balance of trade with the United 
States, just as the upturn of 1928-29 worsened it, the greater 
fluctuations of producers’ goods imports being the main cause.” 
Simultaneously, however, new investment funds from the United 
States would fluctuate in the same direction, more flowing in 
in prosperity than in a depression. Hence, in the upswing, the 
capital account with the United States improved, while the 
current account deteriorated; in the downswing, the reverse 
happened. And, correlatively, the more severe the downswing 
within Canada, the greater the fall in Canadian domestic invest- 
ment, the more the current account with the United States 
improved, and the greater the decline of new lending by 
Americans. 





producers’ goods price structure (cf. F. W. Field, Economic Conditions in Canada 
1933-1934, United Kingdom Department of Overseas Trade 1934, p. 72), there 
would be little tendency for Canadians to switch their purchases to domestic 
suppliers. Some indication of the relative price movements can be gained from a 
comparison of the Dominion Bureau of Statistics’ price series; from November 
1929 to December 1932, the price index for ‘‘ producers’ equipment ”’ (tools, 
light, heat and power equipment and supplies, explosives, etc.) dropped 7:2%, 
the manufacturers’ materials series dropped 46-2% and the consumers’ goods 
series dropped 25-1%. 

1 Dominion-Provincial Conference on Reconstruction, Public Investment and 
Capital Formation (Ottawa 1945), Table 6a. 

2 Cf. R. F. Harrod, International Economics (New Edition) (Cambridge 1939), 
Ch. VI, Section 6; p. 144. 
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V. THe BALANCE WITH OTHER COUNTRIES, 1930 TO 1934 


From 1930 to 1934 visible exports to the United Kingdom 
rose $60 million, while imports fell $44 million. Although aided 
by Empire Preference, the changes were mainly the results of 
the relative changes in each country’s domestic activity. British 
industrial production in 1934 was some 7% above 1930; building 
activity rose 28%. On the other hand, Canada’s gross national 
product (at market prices, 7.c., uncorrected for price changes) 
declined more than a quarter during the same period, while 
industrial production was down 13%. Hence, with the United 
Kingdom more prosperous and Canada more depressed in 1934 
than in 1930, the improved exports to and lower imports from the 
mother country are not surprising. 

Exports to “all other countries”’ (other than the United 
Kingdom and the United States) declined $121 million from 1930 
to 1934, or 39%; imports declined $89 million or 46%. Hence, 
the favorable Canadian balance with this segment shrank from 
$117 million to $85 million, or 27%. The somewhat greater 
fall in imports was the combined result of Empire Preference, 
Canadian purchases having shifted to Empire countries, and the 
greater fall in Canadian production relative to the rest of the 
world.? 

Part of the better showing for Canadian exports was the result, 
too, of the improvement in the Canadian mining industry, par- 
ticularly nickel exports to Norway and the Netherlands, which 
tripled in value from 1930 to 1934. It is interesting to note that 
these increased exports were to Germany’s neighbors, perhaps 
for reshipment to that country to supply its growing rearmament 
program. Metal exports to Germany also rose markedly. 

The main declines in imports from “ all other countries ” were 
silk and its products from Japan and France, which sank to an 
almost negligible value, and diamonds from Belgium—in other 
words, luxury goods, quick to suffer in a depression. The other 


1 % decline from 1930 to 1934: 


Canadian industrial production . e - 3% 
World manufacturing production : Including USSR. . - = 
Excluding U.S.S.R. ~ 
Consumers’ goods production : Canada io ae 
World excluding US.S.R. . 
Europe excluding U.S.S.R. . 1 
Producers’ goods production : Canada ‘ . 27 
Capital goods production : World excluding USSR. - . 36 
Europe excluding U.S.S.R. . = on 


Data from League of Nations, World Production and Prices, 1937/38, pp. 7, 2 
and 27. 
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important drop was in butter imports from New Zealand—from 
$11-8 million to $0-1 million, a result of a “ dumping duty ” 
placed on these imports in response to pressure from Canadian 
dairy interests. 


VI. 1934 To 1936 


During this period the adjustment of the preceding four years 
continued. Recovery did not bring a level of high investment as 
in the pre-1930 prosperity; the Canadian economy merely 
operated its plant at a higher percentage of capacity. The value 
of gross domestic investment, exclusive of inventories, was less 
than half that of 1926-29, while the (Canadian) index of output of 
producers’ goods remained below 1926-29 until the late 1936— 
early 1937 boom. 

Hence, with the lower investment level, Canada’s new borrow- 
ings abroad were small in value, while her imports of producers’ 
goods were also less than in the pre-1930 period. The favorable 
current-account position continued, aiding a continued excess of 
retirements of foreign-held securities, amounting to $361 million 
in 1934-36, plus $151 million net direct investments abroad, 
about equal to the three years’ current-account surplus of $437 
million. 

The favorable visible balance of trade—$712 million for the 
three years—was the main source of foreign exchange. This was 
achieved through a relative increase in exports to the United 
Kingdom, mainly due to mining products, a combination of 
increased efficiency in the Canadian mining industry and the 
prosperity of the British economy following the departure from 
the gold standard (cf. the preceding section). At the same time, 
the value of imports from the United States, although higher 
than during the depression, remained well below the 1926-30 
level. Imports of iron and its products—mainly for investment— 
were about one-third the pre-depression value. In contrast, 
exports of wood, wood products and paper (including newsprint) 
to the United States were only some 40% less in 1936 (cf. section 
IV). 

Put another way, gross investment in Canada in 1936 was 40% 
of 1929; industrial production in the United States was but 
63% below 1929. Hence, the much greater fall in Canada’s 
imports, wherein capital goods were so important, was to be ex- 
pected. And, of course, with the lower volume of investment, 
there was less borrowing abroad, particularly in the United States. 
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At the same time, depreciation allowances were far in excess 
of gross home investment—$1,530 million as compared with 
$1,155 million. (Personal savings were negligible—$32 million 
for the period.) Hence, these funds tended to go into the purchase 
and redemption of securities, and thus the repatriation of foreign- 
held obligations, either directly or via loans in the domestic 
market. In other words, the depressed state of economic activity 
within Canada, which tended to lower imports relative to exports, 
and thus improve the current account, also lessened domestic 
investment activity, thus making for an excess of depreciation 
funds over replacement requirements, plus a surplus of other 
liquid loanable funds; these funds then went into the repatriation 
of foreign-held issues, either through redemptions or refunding 
loans on the domestic capital market, thus absorbing the current- 
account surplus. 


VII. ConcLusion 


In most of the years in which there were sizable changes in 
the main balance-of-payments items, the necessary adjustments, 
both temporary and long-run, were usually accomplished with 
ease, without any great drain on gold or banking reserves. The 
rather painless efforts to accomplish this so effectively were, in 
part, the result of the particular composition of Canadian imports 
—notably, the role of producers’ goods—and, in part, the move- 
ments of new and outstanding securities to close the gap between 
domestic investment and savings. Because of the large volume 
of internationally marketable Canadian securities, and because of 
the tie of home investment, the demand for producers’ goods 
going into that investment, and the movement of American 
financial capitai, the resulting net effect was to reduce the neces- 
sary flow of gold and banking reserves required to maintain a 
balance in the international accounts. 

Moreover, as an added aid, these items moved so as to mini- 
mise the effects of the business cycle on the international accounts. 
Thus, in the upswing, when foreign loanable funds were available, 
Canadian domestic investment was high and in excess of domestic 
savings, particularly in 1928-29. That is, this domestic invest- 
ment was reflected monetarily in borrowing from abroad, and in 
the real sense by large imports of durable goods, the inflow of 
funds, in effect, paying for these added imports, while simul- 
taneously bridging the gap between domestic savings and invest- 
ment. In contrast, in the recession and ensuing weak prosperity 
of the thirties, when foreign lenders were reluctant to send their 
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money abroad, Canada had no need for such funds, and, in fact, 
was actually a net capital exporter, reducing her foreign indebted- 
ness. A current-account surplus emerged, since the demand for 
her exports was more stable, and thus dropped less, than did her 
imports. Investment at home was relatively low, much less 
than domestic savings, thus providing an excess of domestic funds 
seeking an outlet; this low level of domestic investment aided 
the drop in imports relative to exports, resulting in a current- 
account surplus. Hence, the flow of excess Canadian funds into 
the repurchase and retirement of the foreign-held debt was paid 
out of this surplus (via refunding loans on the Canadian capital 
market), thus simultaneously absorbing both the excess of gross 
savings and of foreign exchange. 
Epwarp Marcus 
Brooklyn, New York. 
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“FULL COST” AND MONOPOLISTIC COMPETITION 


Mr. ANDREws’s recent account of the pricing process ! ag a 
variety of the “‘ full cost’ principle and the ensuing discussion 
of it in the Economic JouRNAL ? have raised a major false issue 
which, as an interested party, I should like to correct. The issue 
has to do with the relation of the full cost principle to the theories 
of imperfect and of monopolistic competition. No attempt will 
be made in this note to evaluate either the full cost principle 
itself or Mr. Andrews’s particular interpretation of it. 

There can be no doubt that Mr. Andrews thinks he is present- 
ing, and means to present, a theory of pricing which is antithetical 
to “‘modern economic theory,” identifying this latter with im- 
perfect and monopolistic competition; and Professor Robinson 
appears to view it as such, for he describes Andrews’s “ attempts 
to construct alternative theories”’ as “‘ powerfully destructive 
not only of the newer accretions of imperfect competition theory 
but also of the whole body of economic reasoning.” * Likewise, 
Mr. Farrell’s contribution to the discussion * takes place under 


the rubric “The Case Against the Imperfect Competition 
Theories.’”” One may go back even farther to Hall and Hitch 
in whose well-known article the principle of setting prices in 
accord with full cost is also presented in sharp contrast to “ current 
doctrine ”’ including specifically my own work.® 


t P. W.S. Andrews, Manufacturing Business, London, 1949. 

2 Austin Robinson, “ The Pricing of Manufactured Products,” Economio 
JOURNAL, December 1950; M. J. Farrell, “‘ The Case Against the Imperfect 
Competition Theories”; Aubrey Silberston, “‘The Pricing of Manufactured 
Products: A Comment”; Austin Robinson, ‘ The Pricing of Manufactured 
Products and the Case against Imperfect Competition: A Rejoinder,” ibid., 
June 1951. 

3 Op. cit., December 1950, p. 771. 4 Cited above. 

5 ** Price Theory and Business Behaviour,” Oxford Economic Papers, 1939. 
“Current doctrine” is always identified with the concepts of “‘ marginal cost 
and marginal revenue ” (p. 17 and passim), and such identification seems to mé 
lamentably correct (cf. Monopolistic Competition, 5th or 6th ed., pp. 191-3) 
both in general and, I must say, especially in England. But these concepts, 
offensive to so many, are almost totally absent from monopolistic competition 
(as explained below); and the attack upon “‘ current doctrine ’’ draws so heavily 
on oligopoly theory and other elements from the theory of monopolistic com- 
petition that a more careful examination of the issues would seem to reveal that 
it is imperfect competition which is being criticised, and (in spite of the reference 
on p. 30) monopolistic competition which is being defended ! The authors are in fact 
generous in their acknowledgments, and I venture to think and hope that they 
might even agree with this interpretation. 
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It seems to have been overlooked by all concerned that the 
principle in question, far from being at odds with the theory of 
monopolistic competition, has been from the first an integral 
part of it. Unless I have badly misunderstood the principle, 
it is clearly (if briefly) described and contrasted with the principle 
of maximum profits on p. 105 of Monopolistic Competition, and 
is the basis, together with several closely related factors such as 
custom, traditional mark-ups, etc. (also oligopolistic influences), 
of my analysis of the important phenomenon of excess capacity.” 
In so far as the full cost principle is an acceptable part of price 
theory there is no difficulty whatever about assimilating it into 
a system of monopolistic competition—it is, in fact, a further 
development of the theory. 

Since I have for years taught the full cost principle as one 
phase—and I think a very important one—of monopolistic 
competition theory, it may be understood how profoundly 
shocking it is to see it advanced as something in opposition to it 
and designed to disprove it. One naturally seeks an explanation, 
and I think it lies in good part in the very common confusion 
between the theories of imperfect and of monopolistic competition, 
so that propositions true of one of them are carelessly assumed to 
be true of both. This has happened so continuously since 1933, 
and continues to happen so regularly, that it is one of the most 
predictable of economic phenomena. I have written at length 
on this question already,® and although there is still much more 
to be said, I limit myself here to those aspects of the matter which 
seem to be particularly relevant. 

The main issue raised by the full cost principle, as I see it, 
is that of a price determined on the one hand by cost, in the sense 
of being set by the producer at a figure arrived at by a cost 
computation including a margin of profit defined by custom, 
convention or what is thought just or “ reasonable ”’ (as opposed 
to a maximum), or on the other hand by maximum profits. In 


1 I certainly do not mean to assert that nothing has been added to this by 
Hall and Hitch, by Andrews or by others. Nor do I make any claim to have 
been the first to state the theory (cf. references to Cairnes, Wicksell and Mill, 
loc. cit.). 

* Not, by the way, to be identified, as it usually is, with departures from the 
minimum point on the cost curve. 

® See especially the Preface and Chapter 9 of the 5th or 6th edition of Mono- 
polistic Competition. Chapter 9 is a revision of an earlier article: ‘“ Mono- 
polistic or Imperfect Competition? ”, Quarterly Journal of Economics, August 
1937. Cf. also “‘ Product Heterogeneity and Public Policy,” American Economic 
Review, May 1950, and “ Monopolistic Competition Revisited,” Economica, 
November 1951. 
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their pure form, these are analytically quite different principles 
leading to different price results (even when the amount of profit 
involved is the same in both cases), although, as Professor 
Robinson has shown, a great deal of profit maximisation lurks in 
Mr. Andrews’s exposition of pricing by the full cost principle, 
The conflict with “the imperfect competition theories ” appears 
only in so far as these theories have identified themselves narrowly 
with the profit maximising principle, so that any other principle 
could not be a part of them. Such identification is complete 
under imperfect competition, and therefore the conflict exists; 
it is absent under monopolistic competition, and therefore the 
conflict does not exist. 

That the identification is complete in Mrs. Robinson’s Jm- 
perfect Competition is revealed at once by the crucial role played 
by the marginal revenue concept. In Mrs. Robinson’s own 
words, the marginal revenue curve is “the heart of the whole 
matter,” 1 and her book “ arose out of the attempt to apply it 
to various problems.”’? The point to be made is that the tech- 
nique itself effectively excludes any other entrepreneurial 
objective than the maximisation of profits and infallibly gives 
the answer in these terms. An equilibrium situation in which 
an entrepreneur decided to be content with something less than 
maximum profits, or to charge a customary price, or a price 
based on “ full cost,” or a price in the short period which corre- 
sponded to Marshall’s “true marginal supply price for short 
periods,” * could hardly be depicted in terms of marginal revenue 
and marginal cost curves. Moreover, it is perfectly clear that 
Mrs. Robinson regards any admission of overhead costs into the 
pricing process “in a given situation” as a “ confusion of 
thought.’”’4 The equation of marginal revenue and of marginal 
cost is of the essence of Imperfect Competition. The full cost 
principle cannot lie down in peace with this theory. 

By contrast, my own book arose, not out of the marginal 
revenue curve, but out of the attempt to combine the two theories 
of monopoly and of competition into a single one which would 
come closer to explaining the real world, where, it seemed, the 


1 Imperfect Competition, p. 8. 

2 Ibid., p. vi. 

3 Principles, p. 374. 

4 Ibid., p.48. How ‘‘ confused ” was Marshall in his description of the extent 
to which supplementary costs enter into prices in the short run, Principles, 
pp. 374-7, including the observation (p. 376) that “the analytical economist 
must [view the problem as does the producer] if he would keep in touch with 
actual conditions ”’ ! 
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two forces were mingled in various ways and degrees. This 
idea does not appear in Mrs. Robinson’s Imperfect Competition, 
except on pp. 4 and 5, where it is briefly considered and abandoned. 
In my own attempt to blend monopoly and competition, the 
marginal revenue curve was discovered at an early stage and 
seen for what it is—a piece of pure technique unrelated to the 
central problem. It actually enters into my own exposition as 
a separate curve at only two points (pp. 14 and 77), and in both 
cases parenthetically as an alternative way of saying what has 
just been said in terms of average curves. To Mrs. Robinson 
the marginal revenue curve is “ the heart of the whole matter ”’ ; 
to me the heart of the matter is something else and the marginal 
revenue curve is a red herring. 

The idea of monopoly does not carry with it any necessary 
assumption as to how the monopolist behaves, although it is 
usual in the main to assume that he maximises his profits. If 
he does something else (and we need to know more about what 
he does), he none the less controls the supply of his particular 
product and sells it in competition with others ; and he is probably 
also in some measure an oligopolist in his relations with others. 
Thus the fundamental structure of economic society is one of 
monopolistic competition no matter what kind of a policy the 
monopolist follows, and there is no trouble whatever in fitting 
full cost, or other principles in addition to profit maximisation, 
into the system. Even if the principle of setting prices according 
to cost had not in fact been included in the theory of mono- 
polistic competition, it would never have occurred to me that 
there was any difficulty about including it. Indeed, it would 
seem to be only under a regime of monopolistic (instead of pure) 
competition that problems of price policy could arise at all. 

The point has been made above that the marginal revenue 
technique itself effectively eliminates (in any time period to which 
it is applied) any other objective on the part of the business-man 
than profit maximisation. But it may still be said that the 
actual development of the theory of monopolistic competition 
is predominantly in terms of profit maximisation, and that 
within this part of it, the equation of marginal revenue and 
marginal cost is merely a matter of geometry (or of algebra). 
This is perfectly true. But I think we have here a good illustra- 
tion of how a mathematical formulation can influence, un- 
expectedly and adversely, an economical explanation. A major 
deficiency in the marginal revenue technique is that it does not 
by itself reveal the price. This means that the discussion of 
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equilibrium takes place primarily in terms of output, the category 
so neatly determined by the intersection of the two marginal 
curves, instead of in terms of price, the category with reference 
to which business decisions are most usually taken. This ig 
abundantly illustrated in Mrs. Robinson’s book, and on looking 
up the two places in my own, cited above, where the marginal 
revenue curve is introduced, I find also that output is described 
as “‘chosen”’ or “ adjusted” first, and the price at which this 
output would sell is discovered afterwards. Elsewhere in my 
own exposition the business-man is described as deciding upon, 
or adjusting, his price. In looking back, I have no doubt that 
the lack of realism in the marginal revenue technique played an 
important part in leading me to use it hardly at all and to explain 
everything in terms of the average curves, where the graphics 
do not seem to get in the way of describing what really happens. 
There can be no doubt that the picture of business-men com- 
puting and adjusting marginal revenues has been a major factor 
in alienating many from the theories of imperfect (and of mono- 
polistic) competition, and has even sparked a sizeable revolt 
against ‘“‘ marginalism”’ in general. When two economists of 
the high competence of Messrs. Hall and Hitch can make the 
statement that ‘‘ For the above analysis (the ‘ current doctrine’) 
to be applicable it is necessary that entrepreneurs should in 
fact .. . attempt to equate estimated marginal revenue and 
estimated marginal cost,’”?1 such a revolt becomes easier to 
understand. The propensity to make literal translations from 
geometry back into economics seems to be very general. 

I am much concerned about this matter of realism, and in 
general about the danger, so widespread to-day in economics, 
that the mathematics of a problem may literally replace the 
economics of it. This may have happened for a time in the area 
of analysis with which we are concerned, and about which 
Professor D. H. Robertson wrote: ‘Geometry ascended the 
throne left vacant by philosophy and commonsense; and 
ingenuous youths and maidens, beguiled into the belief that 
here at last was a true picture of the real world, spent the best 
moments of their young lives in memorizing (generally wrong) 
endless fantastic patterns of tangencies and intersections.” * 
It is hard to know just what my own contribution to this cor- 
ruption of the youth has been, but I can certify that at least 


1 Op. cit., p. 18 (italics added). 
2 “ A Revolutionist’s Handbook,” Quarterly Journal of Economics, February 
1950, p. 8. 
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my avowed purpose was the contrary—to construct a theory 
which would be more closely oriented towards economic reality 
than the old one. I do not think that Mr. Andrews is correct 
when he observes that ‘‘ The result (of the theories of mono- 
polistic and imperfect competition) has been a greater gulf 
between theoretical analysis and practical thought than can have 
existed during any other period since before Mill.”” 1 Impressive 
evidence to the contrary is offered by Joe Bain,? who cites the 
fact that recent industry studies have tended to accept the new 
theory “at least as an orientation for investigation and some- 
times as a specific formula for verification,” and who believes 
that ‘the many writings on the theories of monopolistic and 
imperfect competition since 1933 have been a fruitful source 
of new hypotheses for empirical study.” * It may be noted 
that the long list of books and articles cited by Bain is without 
exception from the United States. 

It was said earlier that the explanation of the false opposition 
between full cost and monopolistic competition theory lay in 
part in the common confusion of the latter with imperfect com- 
petition. It also lies in a substantial number of misunderstand- 
ings on the part of Mr. Andrews as to the nature of monopolistic 
competition itself, several of which may be listed.* 

(1) He objects to describing the monopolist as “ restricting 
output” (pp. 23, 174), maintaining that he should be regarded 


1 “ Industrial Analysis in Economics,” Ozford Studies in the Price Mechanism, 
p. 139. 

* “Price and Production Policies,” A Survey of Contemporary Economics, 
pp. 129-73. 

5 Ibid., pp. 142, 153. 

‘ Professor Robinson has discussed two specific matters from the viewpoint 
of imperfect competition in its ‘‘ Cambridge origins ” (op. cit., p. 773). I am 
grateful to him for making this distinction, because in good part what he says 
does not apply to the non-Cambridge theory, and it is possible that after all 
these years progress in separating the two is being made. He says first that 
“it was of the essence of those theories that one was dealing with a situation 
in which entry was assumed to be sufficiently free and competition sufficiently 
effective to reduce profits to a ‘ normal ’ level and to insure that average revenue 
did not exceed average cost including ‘ normal’ profits.” Far from being the 
essence of my own theory, this possibility is no more than a small fragment of 
it, and mostly an intermediate step in its development. A few key references 
are: Monopolistic Competition, pp. 8-9, 71-3, 82-3, 100, 110-13, 149-50 and 
172-3. 

He says secondly (in rebutting the idea that as a modus operandi prices were 
maintained by restricting output) that the analysis was “ by intention at least, 
an analysis of a highly competitive, though not perfectly competitive, situation.” 
Such a statement could not possibly apply to monopolistic competition, since 
all monopolies are a part of it and hence demands of all elasticities are included. 
A few key references are: Ibid., pp. 68, 74, 110-13, 172-3. 








324 THE ECONOMIC JOURNAL [JUNE 


as “ quoting a price.” But I do not believe that the monopolist 
is even once described in Monopolistic Competition as restricting 
output. On the contrary, the general view is that he sets a price, 
and that at this price he is willing to supply more than the market 
is willing to take (pp. 13-15). 

(2) He—also Mr. Farrell (and dozens of others)—conceives 
the theory as “ much too short term” in its outlook (pp. 148, 
270). But the theory, really independent of time, is actually 
developed primarily in terms of the long period. Relevant 
passages in Monopolistic Competition are on pp. 21 note, 50-3, 81 
and 139-40. I must in passing record agreement with Mr. 
Farrell when he says that ‘‘ maximizing profits in each of any 
sequence of short periods is not in general consistent with maximiz- 
ing profits over the longer period composed of these short periods.’ 
On this point I consider myself a good Marshallian. 

(3) Mr. Andrews often speaks of monopoly and competition 
as if they were mutually exclusive (p. 23, for instance) and 
describes his theory as developing from the realisation that 
“manufacturing industry must be in some ways more com- 
petitive than is generally recognized”’ (p. 170). But highly 
competitive situations are part and parcel of the theory of mono- 
polistic competition, and from this point of view at least there is 
no need for a new theory. 

(4) Mr. Andrews’s discussion of advertising (pp. 188-204) 
again separates monopoly and competition and seems to me a 
nest of misconceptions, certainly of my own theory of the subject. 
Unfortunately time cannot be taken to discuss them in detail. 
He seems concerned mainly in refuting the proposition that 
advertising is the ‘‘ handmaiden of monopoly,” and in establishing 
that it probably “‘ facilitates prices being lower than they would 
otherwise be. Certainly,” he says, “there is no question of 
[its] being used to bolster up a pricing policy of the kind described 
in the modern theory of monopolistic competition . . .” (p. 204). 
But it is made very clear in my own analysis (p. 167) that ad- 
vertising may lower the price. And although advertising is 
inevitably linked to monopoly in the sense that it could not take 
place under pure competition, it is a perfect illustration of the 


1 In fact, I have long insisted on the point here made by Mr. Andrews; 88 
indicated above, I do not believe that the matter is one merely of geometry. 
The distinction in question has ramifications which are of the greatest import. 
Some of these are discussed with particular reference to the labour problem in 
my essay ‘“‘ The Monopoly Power of Labor ”’ in The Impact of the Union (Harcourt, 
Brace and Co., New York, 1951), pp. 171-3. 

2 Op. cit., p. 424. 
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paradox of “ monopolistic competition ”’: it is a leading means 
whereby monopolists compete with each other. 

In spite of these criticisms, I should like to say again in closing 
that I think the full cost principle, properly conceived, is one of 
substantial importance in economics, and emphatically not in 
conflict with monopolistic competition theory. I join Professor 
Robinson in the hope that more of the materials which lie behind 
Mr. Andrews’s researches may be analysed and made available 
tous. I should like to add the hope that they might be discussed 
within the framework of the theory to which they belong. 

Epwarp H. CHAMBERLIN 

Harvard University. 


A COMMENT 


PROFESSOR CHAMBERLIN’S note does a great service in stating 
the real issue of this controversy in a clear form. It is a pity that 
he feels obliged to mix it up with verbal, national and personal 
differences which are quite irrelevant. 

I christened my book, after I had written it, with a name that 
chanced to occur tome. I wrote in Cambridge, England, because 
that is where I happened to be. I confined the analysis to cases 
where oligopoly can be neglected because I did not feel clever 
enough to deal with it. All this was quite accidental. I assumed 
that entrepreneurs maximise their profits, because that seemed at 
the time to be the best and simplest assumption to make. This 
is the real issue of the controversy. When the consequences of 
that assumption are displayed it is seen to be too simple to fit 
all the facts, and we now need to discover what in reality are the 
motives governing entrepeneurs’ decisions, to set up a more 
subtle and comprehensive set of hypotheses on which to base 
analysis, and to consider how much (if anything) remains of the 
“body of economic reasoning ”’ traditionally used to justify the 
laisser-faire system, when the simple assumption of profit- 
maximisation is removed. 

Joan ROBINSON 

Cambridge. 





MEN AND WOMEN IN INDUSTRY 


INTRODUCTION 


‘HE paper presented here gives some first results of an analysis 
which is being made of the level and industrial distribution of 
women’s employment in Great Britain, of the changes which 
have taken place and of the regional differences which exist. 
Among the problems which arise in this context, the present 
study is devoted to one particular aspect: the changes over 
time and regional differences in the proportion of women in 
the total labour force, as well as some of their causes and effects, 
The paper thus naturally divides itself into two sections, the 
first one dealing with comparisons between different dates for 
Britain as a whole, the second one with inter-regional com- 
parisons. The question how far changes or differences in indus- 
trial structure are responsible for changes or differences in the 
proportion of women in the working population, is examined 
under both headings. In addition, the second section includes a 
discussion of the problem as to what extent these differences in 
proportion of women are associated with regional differences in 
population structure and with differences in the level of regional 
incomes. 

The terms “‘ men ” and ‘“‘ women ” are being used, throughout 
this analysis, in the wider sense as including boys and youths, or 
girls; juveniles have not been distinguished from adults. The 
main sources used are Ministry of Labour Statistics, and most 
figures therefore refer to insured persons only. 

I am indebted to Professor A. K. Cairncross for suggestions 
regarding the presentation of the statistical material and of the 
underlying economic argument. 


I. CHANGES OVER TIME 

The period under consideration extends from 1923—the 
first year for which figures for insured persons by industry are 
available—to 1950. The first question is: what changes took 
place in the number of insured men and women, and in the 
proportion of women among all insured persons, during that 
period ? 

Table I supplies the answer to this question. However, 
owing to changes in the scope of unemployment insurance which 
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took place in 1927, in the years around 1939 and in 1948, the figures 
for the beginning and the end of the period—1923 and 1950— 
cannot be directly compared. It has been necessary to extract 
—from the Abstracts of Labour Statistics, the Tables relating 
to Employment and Unemployment and the Ministry of Labour 
Gazette, with adjustments where necessary—two sets of figures 
for 1927, 1939 and 1948, so that the figures in each compartment 
of the table are strictly comparable. All figures here, as in future 
tabulations, refer to the middle of the year; furthermore, they 
include the unemployed and therefore do not accurately reflect 
changes in employment. 


TABLE I 
Changes in Number of Insured Men and Women, and in Proportion 
of Women, United Kingdom or Great Britain, 1923-27, 1927- 
39, 1939-45-48, 1948-50 





Number of insured 
persons (000). 
Coverage of figures. 





Men. |Women.} Total. 





U.K., ages 16- 8,493 2,993 11,486 
8,899 3,232 12,131 





U.K., ages 16-64, industries 8,576 | 3,208 | 11,784 
and exemption limit as in 10,184 3,911 14,095 
1927 





G.B., ages 14—64/59, industries 11,545 15,870 
and exemption limit as in 8,338 13,595 
1945 10,989 15,662 





G.B., all insured employees 13,550 20,350 
13,700 20,650 




















It is immediately seen that during the inter-war period, 
both before and after 1927, the number of insured men and 
women increased substantially, and the proportion of women 
increased slightly. Between 1939 and 1945, of course, the 
insured population lost a large number of men, which was partly 
offset by an intake of women; and this process was reversed 
between 1945 and 1948. But the significant point is that, on 
balance, both number and proportion of women insured rose 
substantially between 1939 and 1948; and what is more, the in- 
crease in the proportion of women in these nine years is larger 
than that which took place in the sixteen years preceding the out- 
break of the war. If we can trust the accuracy of the 1950 
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figures, another slight increase appears to have taken place be- 
tween 1948 and 1950 (the main reason for the high 1950 figure 
is, of course, the change to the new insurance basis in 1948), 
But the main lesson which the last set of figures tells us is the fact 
that the movement of women out of industry which took place 
after 1945 had come to an end by 1948, and the position appears 
to have become stabilised at the 1948 level. 

By linking up the increases (or decreases) in number of insured 
men or women, separately or together, in successive periods, we 
obtain in index-number form three series of comparable figures 
over the whole period 1923-50, as given in Table II. Although 
figures referring to the United Kingdom were used up to 1939, the 
results may quite well be applied to Great Britain. It is, of course, 
possible that different results would have been obtained if the 
comprehensive new insurance scheme had been in force since 
1923; but the figures given here appear to be the best ones that 
can be obtained from the available data. 


TaBLeE II 


Changes in Number of Insured Men and Women, Great 
Britain, 1923-50 





Number of insured persons (1923 = 100). 





Men. | Women. | Total. 





100-0 100-0 100-0 
104-8 108-0 105-6 
124-4 131-7 126-3 

89-9 160-0 108-2 
118-4 142-2 124-7 
119-8 | 145-4 | 126-5 








On balance over the period 1923-50, the male insured popula- 
tion thus appears to have increased by less than 20%, the female 
insured population by more than 45%. The difference between 
these figures does, of course, partly reflect the increase in the 
Armed Forces since 1939; furthermore, both figures understate 
the increase in employment, owing to the fall in unemployment. 
Nevertheless, the large increase in the proportion of women i 
the labour force is worth while noting. 

Now it is clear that an increase in the proportion of women 
among insured persons may arise in either of two different ways. 
The industries employing a high proportion of women may 
expand more (or decline less) than the industries in which men 
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form the overwhelming proportion of the labour force, and thus 
changes in industrial structure may be responsible for changes 
in the proportion of women among the insured population. 
Alternatively, substitution of women for men within a given 
industry may take place to a larger extent (probably in the majority 
of industries) than substitution of men for women, and thus 
changes within rather than between industries may be the decisive 
factor. ‘The question how far one or the other is the case will be 
investigated separately for each of the periods 1923-39, 1939-48 
and 1948-50. 

The method adopted consists in distinguishing between a 
number of industry groups and in showing what happened to 
the labour force of each of them during the period under con- 
sideration. The figures are affected by changes which took place 
in the composition of industry groups, but these may be taken 
as less important than the changes between industry groups. 

Table III gives figures for the inter-war period. The industrial 
grouping adopted is that used in the tabulations “‘ Changes in 
the estimated number of insured workers” in the Ministry of 
Labour Gazette; some services not separately distinguished are 
included under ‘“‘ Miscellaneous manufacturing industries.” The 
twenty-six industry groups have been arranged in descending 
order of the proportion of women among all insured in 1923. 

Looking at the second column of figures in Table III, we 
realise that there is no clear-cut relation between proportion 
of women and industrial expansion during the inter-war period. 
Among the chief women-employing industries, shown at the 
top end of the table, there are some which expanded their labour 
force to a considerable extent—particularly miscellaneous services 
and distribution—but also some which declined or stagnated, like 
textiles, clothing and pottery. Similarly, the predominantly 
male industries at the bottom end of the table include the vehicle 
trades, building and treatment of mining products, which gained 
in manpower, but also shipbuilding and mining, which lost, as 
well as metal manufacture, engineering and transport, which 
remained at approximately the same level. Thus, it is not 
obvious in which direction the changes in industrial distribution 
which took place have influenced the sex composition of the 
insured population, and the influence cannot have been very 
great. 

A comparison between the third and fourth columns of 
figures shows that in the majority of industry groups—at least 
seventeen out of twenty-six—the number of women increased 
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by more than the number of men (or diminished by less, or in- 
creased while the number of men diminished). In many cases 
the difference is slight and the proportion of women was not 
significantly affected. But particularly in some of the almost 


TaBeE III 
Proportions of Women and Changes in Number of Men and Women 
in Each Industry Group, United Kingdom, 1923-39 





| Women 











he gee Number of insured in % of 
total persons 1939 total 
Industry group. insured (1923 = 100). insured 
1923 1939 
(ages (ages 
16-). Total. | Men. | Women.} 16-64). 
Clothing . 5 ‘ ‘ 65-0 111 97 118 70-2 
Textiles ; ‘ ni ; 60-3 86 86 87 61-3 
Miscellaneous services . : 59-3 186 189 185 59-2 
Pottery, earthenware, etc. . 50-5 105 97 114 56-3 
Food, drink and tobacco ‘ 40-5 122 120 125 42:3 
Distributive trades : 40-2 169 172 166 39-8 
Paper, printing, etc. . ‘ 38-8 133 135 130 38-7 
Commerce, banking, insur- 
ance, finance . 35-2 121 121 121 35:3 
Miscellaneous manufacturing 31-7 142 128 171 38-9 
Miscellaneous metal industries 30-1 161 158 167 2-0 
Leather and leather goods. 29-9 105 94 132 37:7 
Chemicals, paints, oils, etc. . 25-2 125 124 128 26-7 
Woodworking, etc. ‘ : 15-6 134 135 129 15-6 
Glass . 15-1 118 112 152 19-7 
National and local govern: 
ment ; ; 13-3 147 154 97 9-2 
Brick, tile, pipe, ete. 12-2 173 186 85 6-3 
Construction and repair of 
vehicles . " ; 8-6 198 197 202 8-9 
Engineering, etc. 6-5 113 109 175 103 
Metal manufacture 5-1 100 100 108 5-6 
Gas, water and electricity 
supply . 3-9 135 133 175 5-2 
Transport and communication 3-8 116 115 142 4-7 
Non-metalliferous mining pro- 
ducts : ‘ , 3-6 157 155 218 5-1 
Fishing 2-2 133 133 142 2-4 
Shipbuilding and ‘ship repair- 
ing. 1-5 68 67 81 1-8 
Building and contracting io | 175 175 165 1-1 
Mining and quarrying . 0:8 72 72 58 0-6 
All industries and services . 26-1 126 124 132 27-7 




















stationary industries, like clothing, pottery, the leather trades 
and engineering, men were to some extent replaced by women; 
this may mean not so much that women took men’s jobs as that 
women-employing sections of the industries concerned gained at 
the expense of men-employing sections. On the other hand, in 
brick production and in government service—trades which 
expanded considerably—the intake consisted entirely of men. 
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But on the whole, the proportion of women tended to increase 
in a given industry, and this may partly explain the slightly 
higher proportion of women in the insured population reached in 
1939 as against 1923. 


TABLE IV 


Proportions of Women and Changes in Number of Men and Women 
in Each Industry Group, Great Britain, 1939-48 





Women N pomn at a Women 

° ° i ° 
i wt hg (1939 = 100). 2s 
ndustry group. ‘jamal insured 





1939. Total. Men. | Women. 1948. 














Clothing . ‘ : ; 69-7 76 78 75 68-8 
Textiles . ; 60-8 73 78 69 58-0 
Pottery, earthenware, ete. . 56-5 88 89 87 55-7 
Miscellaneous services . ° 50-1 95 78 111 58-7 
Food, drink and tobacco : 43-3 92 98 85 40-1 
Paper, printing, etc. . , 39:3 80 82 77 37-9 
Distributive trades ‘ 38-8 75 65 90 46-7 
Miscellaneous manufacturing 38-7 116 117 113 37-8 
Leather and leather goods. 38-2 85 86 83 37-3 
Miscellaneous metal indus- 

tries : é , ; 32-1 112 110 117 33-5 
Commerce, banking, insur- 

ance, finance . ‘ 30-7 78 62 115 45-1 
Chemicals, paints, oils, ete. : 26-9 120 113 140 31-4 
Glass . 20:3 113 107 136 24-6 
National and local gov ern- 

ment : ? 17-4 182 138 390 37-5 
Woodworking, etc. ; ‘ 15-8 90 88 100 17-6 
Engineering, etc. : 10-4 129 120 212 17-0 
Construction and repair of 

vehicles . ‘ 9-0 116 111 163 12-7 
Agriculture and fishing 8-4 125 119 188 12-6 
Brick, tile, pipe, etc. 6-3 67 65 106 9-9 
Metal manufacture . 5-4 108 100 241 12-1 
Non-metalliferous mining 

products . - 5-2 118 113 206 9-1 
Gas, water and electricity 

supply 5-2 108 104 168 8-1 
Transport and communication 4:7 122 116 251 9-6 
Shipbuilding and ship ial 

ing . 1-7 123 121 233 3-3 
Building and contracting 1-1 83 82 162 2-2 
Mining and quarrying . 0:7 85 84 219 1-7 

All industries and services 27°3 99 95 108 29-8 














These results, of course, solely refer to the years before 1939 ; 
in order to draw any conclusions for the years 1939-48, we have 
to look at Table IV, which has been constructed in the same 
way as Table III. The industrial grouping used is the same as 
that of the previous tabulation except that agriculture is now 
included and combined with fishing, and that industries and 
services have been more accurately separated than previously. 
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The twenty-six groups have again been arranged in descending 
order of percentage of women, but this time on the basis of the 
year 1939, and thus in a slightly different way from Table III. 

The changes in industrial distribution which took place 
as the net result of war-time and immediate post-war develop- 
ments were relatively moderate in scale. With the exception of 
government service, there is no industry group that had in 1948 
a labour force of more than one-third above or below its pre-war 
level. But the changes which occurred follow a clearly marked 
pattern: most of the industries employing a high proportion 
of women lost, and most of those employing a low proportion 
gained, as regards their totallabourforce. Out of eleven industry 
groups in which the percentage of women is above the national 
average, only two—covering the light-metal and miscellaneous 
industries—increased their insured population, whilst the remain- 
ing nine—particularly textiles, clothing and distribution—showed 
a decrease. On the other hand, eleven out of fifteen industry 
groups in which the female percentage was below the national 
average—particularly metal trades—expanded their labour force, 
and only four declined in total numbers. 

The changes in industrial distribution which resulted over 
the period 1939-48 were thus unfavourable for the employment 
of women, and would have meant fewer women in the insured 
population of 1948 than in that of 1939, had not another factor 
operated in the opposite direction. This was the substitution 
of women for men which took place to a large extent, though 
very unequally in different industries. In most of the light 
manufacturing industries the number of insured men and women 
increased or diminished approximately to the same extent, 80 
that any distortion in the sex composition of their labour force 
which may have been caused by the war was merely temporary, 
and the 1939 pattern had again been reached in 1948. But in 
agriculture, most of the heavy industries and in the service 
trades, things were entirely different; in 1948 women formed 4 
much higher proportion of the workers in these industries than 
they did in 1939. 

Substitution, and not the change in industrial structure, was 
thus responsible for the increase in insured women between 
1939 and 1948. In particular, the industries that gained in 
importance mostly increased their female rather more than their 
male labour force. In addition, there are some services, like the 
distributive and commercial trades, which lost in importance but 
substituted women for men quite extensively. 
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To complete the picture, Table V analyses the changes be- 
tween 1948 and 1950. The twenty-four industry groups distin- 
guished here are the orders of the Standard Industrial Classifica- 
tion, arranged according to the proportion of women in 1948. 














































TABLE V 
Proportions of Women and Changes in Number of Men and Women 

















in Each Industry Group, Great Britain, 1948-50 
Ween Number of eet Ween 
in % of persons in % of 
Industry group. a (1948 = 100). . et 
insured insured 
1948. Total. | Men. |Women.| 1950. 
Miscellaneous services . ‘ 72-6 92 93 92 72-4 
Clothing . : ; 68-3 110 104 114 70-2 
Professional services. . 64-5 110 108 111 65-1 
Textiles . ‘ ‘ 58-6 109 111 108 57-9 
Distributive trades . . 47-2 104 104 105 47-6 
Food, drink and tobacco : 41-2 109 108 110 41-7 
Miscellaneous manufacturing 41-1 103 101 106 41-2 
Insurance, banking and finance 38-1 102 103 98 36-9 
Paper and printing ‘ 37-1 110 110 110 37-2 
Leather, leather goods and fur 37-0 98 97 100 37°9 
Metal goods not elsewhere 
specified . ; 36-5 98 97 100 37:1 
Precision instruments, ‘jew el- 
lery, etc. 35-5 108 106 111 36-5 
Public administration and 
defence . , 29-8 98 100 94 28-6 
Chemical and allied trades. 29-2 106 107 105 28-8 
Non-metalliferous mining 
products . 25:3 105 105 105 25-2 
Engineering, shipbuilding and 
electrical goods 21-0 100 101 98 20-5 
Manufacture of wood and cork 19-2 106 106 106 19-2 
Agriculture, forestry, fishing 15-6 95 97 82 13-4 
Vehicles. 13-5 105 105 106 13-6 
Transport and c ommunication 13-1 99 99 99 13-1 
Metal manufacture : 11-9 102 102 100 11-7 . 
Gas, —~ and water 
supply . ; ‘ 8-6 113 112 123 9-4 
Building and contracting ; 2-9 99 99 95 2-8 
Mining and quarrying . ; 1-8 97 97 108 2-0 
All industries and services . 33-4 101 101 102 33-7 




















The differences in expansion rates between industry groups, 
and therefore the changes in industrial distribution, are by no 
means negligible, considering the shortness of the period under 
consideration. But as in the case of the pre-1939 period, there is 
no obvious relation between proportion of women and change in 
number of insured persons. Nor is there any systematic difference 
between the male and female rates of expansion or decline in 
individual industries; the male rate is higher in at least nine, 


the female rate in at least eleven cases, and the differences are 
No. 246—voL. LxII. Z 
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generally slight. Thus, the proportion of women to all insured 
employees has remained practically unchanged since 1948, not 
only for the whole industrial field but also for individual industry 
groups. 

The total effects of changes in industrial structure and of 
substitution between men and women on the number of insured 
men and women can be summarised for each of the periods 
1923-39, 1939-48 and 1948-50. The procedure followed has 
been to work out, for the end of each period, hypothetical num- 


Taste VI 
The Effects of Changes in Industrial Distribution and of Sub- 
stitution between Men and Women on Number of Men and 
Women Insured, United Kingdom or Great Britain, 1923-39, 
1939-48, 1948-50 





Number of insured persons 


Coverage and year. 





Men. " Total. 





U.K., 16-: 
1923 8,493 y 11,486 


1939, at 1923 % ‘of women in each 
industry group ‘ : ’ 10,637 J 14,516 





U.K., 16-64 : 

1939, at 1923 % of women in each 
industry group ‘ 10,245 3,850 14,095 

1939, actual ; ; ‘ ; 10,184 3,911 14,095 





G.B., 14-59/64 : 
1939 11,545 4,325 15,870 
1948, at 1939 % ‘of women in each 
industry group : 11,772 3,890 15,662 
1948, actual 2 : ; , 10,989 4,673 15,662 





G.B., all insured are 
13,550 6,800 20,350 33-4 


1948 

1950, at 1948 % ‘of women in each 
industry group . 13,680 6,970 20,650 33°8 

1950, actual ; . : : 13,700 6,950 20,650 33-7 

















bers of men and women insured, assuming that the proportion 
of women in each industry group had remained the same as at 
the beginning of the period, whilst the total of insured had reached 
its actual level.+ 

In Table VI a comparison between the first two sets of figures 
in each period shows the effect of different industrial expansion 

1 For 1939, two hypothetical sets of figures have been worked out, the first 
one comparable with 1928, the second one comparable with the actual 1939 
figures; this overcomes the difficulty arising out of the change in scope of insurance 
in 1927. 
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rates, @ comparison between the last two sets of figures in each 
period the effect of changes in the proportion of women in indivi- 
dual industry groups. It is seen that the industries employing 
a high proportion of women expanded slightly more than the 
others before 1939 and after 1948, but very much less between 
the years 1939 and 1948. A tendency to introduce women instead 
of men was just noticeable before 1939, and was very strong be- 
tween 1939 and 1948; no such tendency can be traced for the 
most recent years. 

The most interesting feature is provided by the changes in 
the period 1939-48. If the proportion of women in each industry 
group had remained at the same level, the number of insured 
women would have fallen by more than 400,000. But in fact, 
the number increased by about 350,000, and thus, almost 800,000 
women can be said to have been substituted for men in all indus- 
tries. As previously pointed out, this tendency has been far more 
marked outside than inside the field of manufacturing. Table 
VII shows the changes in the distribution of women over seven 
broad industrial groups, and the extent to which each of the 
factors considered has been responsible for these changes. 


TaBLE VII 


Changes in Number of Insured Women in Seven Broad Industrial 
Groups, Great Britain, 1939-48 





“ee Increase or decrease (000). 





Broad industrial 
group. Due to | Due to 


Total. ——*> substi- 
indusv#ia! | tution. 


structure. 





Agriculture and fishing P 50 ¢ + 44 + 12 + 32 
— | 


Mining and quarrying ; 6 + 8 + 9 
Manufacturing . - . | 2,362 —149 — 269 +120 
Building and contracting . 16 2 + 10 — 3 + 13 
Public utilities . : : 54 + 72 + 11 + 61 
Distributive and commercial 

trades . . ‘ ‘ 1,003 — 74 —248 +174 
Government and other ser- 

vices. ; ; : 834 +437 + 63 





+374 














All industries and services | 4,325 4,673 +348 —435 | +783 








The striking feature of Table VII is the fact that a substantial 
increase in the number of insured women has occurred only in 
government and other services. In manufacturing and in dis- 
tribution and commerce the number has fallen, in the former 
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case owing to the shift of emphasis in manufacturing towards 
heavy industries, in the second case owing to the diminished 
importance of the trades. In agriculture, mining, building and 
public utilities the number of women has somewhat increased 
but remains small, since these trades still provide mainly employ- 
ment for men. 

The movement of women from manufacturing to service 
trades remains a notable feature. It seems quite plausible to 
look for an explanation on the side of the supply of, rather than 
the demand for, female labour. Between 1939 and 1948 the 
distribution of income has tended to shift from the middle 
classes towards the working-classes. Consequently, the willing. 
ness to go out to work may have somewhat fallen among working- 
class women, but is certain to have substantially risen among 
middle-class women ; naturally, the latter would look for employ- 
ment in white-collar occupations rather than in manual work. 

Thus, the size of the insured population in manufacturing— 
perhaps of men as well as of women—may have been checked by 
a limited supply of women willing to enter or remain in factory 
trades. On the other hand, government service and some other 
service trades appear to have had no difficulty in securing women 
for their labour force; and in the case of some trades, this may have 
encouraged their growth. 


Il. ReaionaL DIFFERENCES 


The starting point for the analysis presented under this heading 
is a comparison between the proportions of women in the indus- 
trial population of individual regions of Great Britain. The 
proportions in the standard regions of England and Wales, plus 
Scotland, have been worked out for the year 1948. The figures 
used are based on the new insurance statistics, but refer to em- 
ployed persons only, excluding self-employed and all non- 
employed persons; they have been derived from the “ Tables 
relating to employment and unemployment” and are given in 
the second column of figures in Table VIII. 

The first column of figures in the table has been obtained by 
applying, for any given region, the national percentages of women 
employed in each industry to the total employment in the industry.’ 
This column of figures therefore gives the overall proportion of 
women employed in the region which, on account of its industrial 

1 This has been done on the basis of 164 industries; in view of a high degree 


of regional specialisation on individual industries within each industry group, 
the use of industry groups would not lead to a satisfactory result. 
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distribution, might be expected to be found there; the last 
column of figures shows whether the region employs, on the whole, 
more or fewer women than expected. The regions are given in 
descending order of expected proportion of women. 


Taste VIII 
Proportion of Women Expected on Account of Industrial Structure, 
and Actual Proportion, among All Employed Persons in Each 
Region of Great Britain, 1948 





Women in % of total. | piserence : 
Region. actual minus 
Expected. | Actual. expected. 








London and South-east . ‘ : 36-5 36-1 
North-west . ; : ‘ ‘ 36-2 36-6 
South . ; . i ‘ ‘ 34-4 31-6 
East . i : j : ‘ 33-7 32-0 
South-west . : : ; : 33-5 31-4 
East and West Ridings . P ‘ 32-9 32-9 
North Midlands ‘ ‘ ‘ ‘; 32:5 31-7 
Scotland . ; ; ; ; 31-6 33-6 
Midlands ‘i : : F ‘ 31-6 33-7 
Wales . ‘ é ‘ ‘ 5 26-5 25-2 
North . r ‘ ‘ . ‘ 26-3 27-4 





Great Britain ; ‘ 33-4 33-4 














There are considerable variations between one region and 
another as regards both expected and actual proportion of women 
employed. But the two sets of figures lie very close to each other. — 
Industries which, in the country as a whole, employ relatively 
many women are over-represented in London and the South-east 
as well as in the North-west of England, and are under-represented 
in Northern England and in Wales, as compared with industries 
employing relatively few women. In consequence, the actual 
proportion of women in the employed population is high in the 
London and South-eastern and in the North-western region, low 
in the Northern region and in Wales. The remaining regions 
occupy intermediate positions, and both their expected and their 
actual percentages are near the national average. 

Thus, the industrial structure of a region explains largely, 
though not entirely, the level of women’s employment in the 
region. It is also of some interest to consider more closely the 
differences between expected and actual result. 

It might reasonably be supposed that in regions providing 
comparatively few employment opportunities for women, there 
would be a surplus of female labour and therefore a tendency to 
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replace men by women wherever possible, whilst in regions 
providing employment for many women, scarcity of female labour 
would make for the replacement of women by men. If this 
hypothesis was correct, the actual percentages of women would 
show smaller regional differences than the expected percentages; 
in other words, the regions at the top end of Table VIII would 
show a negative difference, the regions at the bottom end a 
positive difference in the last column. 

The results do not bear out this supposition. No large 
negative differences are found in London, in the South-east and 
in the North-west; in fact, the differences are negligible. A 
positive difference is found in the North of England but not in 
Wales; here even fewer women are employed than expected, 
The largest positive differences are found in the case of the 
Midlands and Scotland, and there is no obvious reason why, on 
the average in a given industry, these regions should have so 
many more women workers than other regions, nor any reason 
why in the South, South-west and East of England, a given 
industry should, on the average, employ so few. 

It is, of course, possible for the supply of female labour to 
have a powerful effect upon the establishment of new industries, 
and thus upon the industrial structure of the region, with reper- 
cussions on men’s as well as women’s employment in the region. 
But the supply of women for work does not appear to affect, to any 
large extent, the sex composition of the labour force in a given 
industry. 

A high proportion of women in the working population 
clearly implies that a higher proportion of the total population 
is working, since the proportion of men who are working does not 
vary much from region to region. The extent to which this is 
the case can be clearly shown by using data of the 1931 Population 
Census.1_ In Table IX the Census regions have been combined 
in such a way as to correspond approximately to the 1948 regions, 
and they have been arranged in descending order of the figures 
in the first column. 

The picture presented by the first column of figures in Table 
IX is quite similar to that observed for 1948. If, in Table VII, 
the regions had been arranged according to the actual proportion 
of women (the middle column of figures), the order would be: 
North-west, London and South-east, Midlands, Scotland, East 


1 A satisfactory comparison of this sort is not possible for 1948, since the 
regional classification of employed persons is not on the same basis as that of 
the resident population. 
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and West Ridings, East, North Midlands, South, South-west, 
North, Wales. The ranking is thus the same for 1948 as that for 
1931, except that the East of England figures are now three 
places higher up on the list; the discrepancy may be due to differ- 
ences in boundary, and therefore in industrial character, between 
the Census and the Standard region. The regional differences 


TaBLeE 1X 
Proportion of Women among all Occupied, and Occupied Men and 
Women in Relation to Total Population in Each Region of 
Great Britain, 1931 





Occupied in % of total 
population, age 14~. 


Census region. 


Approximately 
equivalent 
standard 
region. 


Women 
in % of 
total 
occu- 
pied. 





Including out of 


of work : 





Men. 


Women. 


Total. 


Exclud- 
ing out 
work : 
Total. 





North4 . ‘ 
Greater London . 


Midlands 1 
Scotland 
North 3 


Midlands 2 


South-east ex- 
cluding London 

South-west 

East ; 

North 1, 2 

Wales 1, 2 


Great Britain . 





North-west 
London and 
South-east 

Midlands 

Scotland 

East and West 
Ridings 

North 
lands 


Mid- 


South 
South-west 
East 

North 
Wales 


Great Britain 


34:5 


34-2 
30-2 
30-0 


29-7 
29-2 


28-3 
26°5 
23-9 
22-2 
19-1 


91-7 


91-1 
91-8 
91-0 


92-3 
91-8 


87-6 
86-8 
89-1 
90-8 
90-1 


41-9 


39-9 
36-0 
34-9 


35-4 
34-9 


30:1 
27-4 
26-4 
24-8 
21-0 


65-0 


63-3 
62-5 
61-4 


62-4 
62-2 


56-9 
55-1 
56:8 
57-1 
55-4 


54-5 


57-9 
55-2 
51-5 


54-7 
56-5 


53-1 
51-1 
51-2 
46-7 
46-2 








29-8 





91-0 





34-2 





60-8 





53-5 





in the percentage of women appear to have been very large in 
1931 and to be rather smaller in 1948. 

The proportion of men who are occupied somewhat varies 
from region to region; it is slightly lower in the residential 
districts of Southern England than elsewhere, but the differences 


are not large. It is obviously the proportion of women who are 
occupied—largely the product of the industrial structure—which 
determines the size of the occupied population of the region; 
and in spite of regional differentials in unemployment, it still 
appears to be the dominant factor, if the size of the population 
actually working is considered. This is confirmed by a glance at 
the last column of figures, which strongly tend to diminish if we 
go towards the bottom of the table. 
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The number of women at work—which, as we have seen, ig 
largely determined by the industrial character of the region— 
has two important effects which can be measured. In the first 
place, it may influence the sex composition of the regional popula- 
tion; in the second place, it may have a bearing on the level of 
regional incomes. 

Table X throws some light on the relation mentioned first, 
It has been constructed from data given in the Registrar-General’s 
Statistical Review of England and Wales and in the Annual 
Report of the Registrar-General for Scotland. The regions 
follow the order of Table VIII; that is to say, those with the 
highest proportion of women employed, expected on the basis 
of the industries and services in the region, are given first. The 
figures exclude members of the Forces. 


TABLE X 


Women per 100 Men in the Civilian Population, by Age Groups, 
in Each Region of Great Britain, 1948 





Age-group. 





Region. 
35-44. | 45-54. 





London’ and 

South-east . 117 
North-west . 117 144 
South . , 114 2! 142 
East F ‘ y 111 134 
South-west. 114 144 
East and West 

Riding ‘ 112 135 
North Midland: 110 99 108 125 105 
Scotland 7 107 120 130 109 
Midlands : 115 97 108 133 106 
Wales . ‘ 108 2 102 107 120 105 
North . ‘ 109 120 























Great Britain . 115 104 114 138 110 











In interpreting the results of this tabulation, the differences 
between the sex ratios in different age-groups, observed for 
Britain as a whole, should be borne in mind. The ratio of women 
to men is high in the age-group 15-24 owing to military service, 
which excludes a large number of men from the civilian popula- 
tion, and in the highest age-groups, owing to lower mortality of 
women. The regional sex ratios for individual age-groups must 
be compared with the corresponding sex ratios in Great Britain. 

When this is done the regional differences in employment 
opportunities for women are shown to be associated with marked 
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differences in population structure. Both the London and South- 
eastern and the North-western region have a high ratio of women 
to men in their civilian population; the excess over the national 
figure is widely distributed in the latter but largely concentrated 
on the age-groups 15-24 and 65- in the former region. Similarly, 
the population of Wales and the North contains relatively few 
women; the deficiency is particularly noticeable in the age- 
group 15-24 and in those from 45 onwards. 

Of course, there are some regional differences in sex ratios 
which are not explained by employment opportunities for women. 
There are relatively many women in the South and South-west of 
England, particularly of the ages 25-44 and 65-; there may be a 
tendency for married women whose husbands are working else- 
where, for widows and for retired women, to take up their residence 
in these areas. On the other hand, relatively few women are 
found in the North Midlands and Midlands, though in the latter 
case this is not true for the age-group 15-24; for the North 
Midlands, the tendency is very marked for women of 65 and over. 

Thus, the regional differences in industrial structure explain 
partly, though not entirely, the regional differences in sex com- 
position of the population. It seems reasonable to suppose that 
a high demand for women’s labour in some areas induces a move- 
ment of women towards those areas, and in the same way there 
may be a movement of men in the opposite direction. This 
migration may take the form of a steady flow in some cases and 
the form of waves in other cases. 

So much for the influence of the industrial character of a 
region on the sex composition of the population; the influence on 
regional income remains to be discussed. It is suggested that, as 
far as the wage and salary bill of a region is concerned, the number 
of earners—a direct function of the degree to which the region 
specialises on men-employing or women-employing industries 
and services—is the most important factor determining its size. 
Thus, it would seem possible to obtain a fairly satisfactory 
estimate of the regional wage bill simply on the basis of the total 
number of men and that of women employed. Neither industrial 
differentials in earnings nor regional differences in earnings for a 
given industry are likely to be of such a magnitude that they 
would seriously affect the results which this procedure would 
yield. 

This assertion has been made in the way of a hypothesis and 
will require some testing beyond the framework of the present 
study. But some support for this view can be derived from an 
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analysis of the regional results of the official 1937-38 family 
budget inquiry, presented in the Ministry of Labour report on 
** Weekly expenditure of working-class households in the United 
Kingdom in 1937-38.” Some of the statistics given in this report 
have been reproduced in the first three columns of figures in 
Table XI, and the figures in the last two columns have been 
calculated from them. The results for Northern Ireland, given 
in the report, have been omitted and eliminated from the national 
average in the table presented here. The regions are based on 
the Ministry of Labour classification which was in force at that 
time; their rank in the table is determined by the percentage of 
earners among all persons in the sample of households. 


TABLE XI 


Average Number of Persons, Earners and Weekly Expenditure in 
Households of Industrial Workers in Each Region of Great 
Britain, 1937-38 





Average Average Average Earners Weekly 
Region number weekly number in % expendi- 
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The figures in the first two columns could be used for a com- 
parison, but they are influenced by the average size of house- 
hold, which slightly varies between the regions of England and 
Wales, and is much larger in Scotland. The apparently large 
number of earners and high average expenditure in Scotland 
therefore has not much significance. In the last two columns the 
size of households has been eliminated, and they are therefore 
most suitable for a comparison. 

The proportion of earners is seen to be highest in the North- 
west, the Midlands and in London, lowest in Wales followed by 
the North of England; except that the Midlands are rather high 
up on the list, this is what we should expect to find in accordance 
with our previous results. Weekly expenditure is highest in 
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London, followed by the Midlands, the North-west, Scotland, the 
North-east, South-west, South-east, North of England and finally 
by Wales. The ranking by expenditure per head thus comes 
quite close to the ranking by percentage of earners, and the main 
discrepancies may be explained by higher wage-rates in London 
and perhaps by some degree of specialisation on low-earnings 
industries in the North-west. 

It is also observed that, for the regions excluding London at 
any rate, the regional differences in expenditure are less than the 
differences in proportion of earners. This is also what we may 
expect to find, since the additional earners were mostly women 
and worked at lower wages than the main earners; besides, 
earnings were not the only source of family income which financed 
the expenditure. 

The regional differences in women’s employment have thus 
been shown to have an important bearing on the regional popula- 


TABLE XII 


Proportions of Women, and Changes in Number of Men and 
Women, Insured in Each Region of Great Britain, 1939-50 





Women in Insured 1948 Insured 1950 | Women in 
' % of total | (1939 = 100). | (1948 = 100). | % of total 
Region. insured insured 
1939 1950 
(old basis). | Men. |Women.} Men. | Women. | (new basis). 








North-west ; 33-2 99 100 36-7 
London and 

South-east . 30:7 102 y 36-2 
East and West 

Ridings ; 28-5 101 33-3 
Midlands ‘ 28-2 100 34-0 
Scotland . : 27-4 100 33-7 
North Midlands 26-8 r 102 31-9 
East ‘ , 22-7 104 r 31-9 
South-west J 21-6 100 31-8 
South . ‘i 20-7 ‘ 100 31-9 
North . . 17-7 27°7 
Wales . : 13-6 99 26-0 





Great Britain 27-2 101 33-7 























tion structure and income. In conclusion, it may be asked : 
what are the recent trends in regional variations of female employ- 
ment? Do the differences tend to widen or to fade out ? 

It has been tentatively suggested that the regional differences 
were not as large in 1948 as in 1931, but more conclusive evidence 
can be obtained by using, in Table XII, strictly comparable 
figures for 1939 and 1948, and at the same time comparable 
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figures for 1948 and 1950, in each of the standard regions, arranged 
in descending order of proportion of women in 1939. 

As a result of war-time and immediate post-war years, the 
number of insured women is seen to have increased to the greatest 
extent in those regions in which comparatively few women were— 
and still are—employed, that is to say, in Wales, followed by the 
North, the South, South-west and East of England. A decline or 
very small increase is observed in the three regions with the highest 
proportion of women in 1939—the North-west, London and 
South-east and the Ridings—as well as in the North Midlands, 
This region provides an exception to the rule, since its proportion 
of women was below the national average in 1939, and yet it 
did not significantly expand its female labour force between 
1939 and 1948; on the other hand, it did so, to some extent, 
between 1948 and 1950. Generally speaking, the changes during 
the period 1948-50 were not large enough to give a clear indica- 
tion as to whether the trend is continuing in the same direction. 

The answer to the last question asked is, therefore, that the 
differences between one region and another in the degree to which 
women are brought into gainful employment have recently been 
narrowed down substantially. But so far, there is no evidence 
of their being levelled out completely. 

C. E. V. LEsER 

Department of Social 

and Economic Research, 
University of Glasgow. 





REVIEWS 


Inventories and Business Cycles—with special reference to manu- 
facturers’ inventories. By Moses ABRAmMovitz. (New York : 
National Bureau of Economic Research, 1950. Pp. xxxvi + 
632. $6.00.) 


Tus book represents a major contribution to our knowledge 
of business cycles, or at least of business cycles in the United 
States in the inter-war period. It is likely to remain for many 
years the standard work in its field. 

Only manufacturers’ inventories are subjected to detailed 
treatment by Professor Abramovitz, but he is able to show that 
traders’ inventories closely resemble those of manufacturers in 
their cyclical behaviour, and that between them these two cate- 
gories of inventories dominate the movements of the total. The 
time series on which the study is based fall into two main groups. 
The first are derived from corporations’ balance sheets filed for tax 
purposes and show the year-end book value of inventories for 
major industrial divisions. The second consist of a large but 
miscellaneous collection of series relating to holdings of specific 
commodities in physical units. These are much less representa- 
tive than the first group, but have the advantages of not requiring 
to be corrected for price changes and of being usually available 
on a monthly or quarterly basis. The balance-sheet data are 
those used by Professor Abramovitz for the discussion of move- 
ments in inventories as a whole, while the other series are used to 
demonstrate the considerable differences existing between the 
cyclical behaviour of stocks of raw materials on the one hand and 
stocks of finished goods on the other and between different types 
of commodity within each of these groups. 

The book is divided into three parts. The first is introductory. 
The evidence is surveyed, and Kuznets’ figures are quoted to 
show that over 30% of the change in gross national product over 
the cycle was, on the average, accounted for in the inter-war 
period by changes in inventory investment. This point is taken up 
again in the concluding chapter, where Professor Abramovitz shows 
that the relative importance of fluctuations in inventory invest- 
ment compared with other forms of investment varies inversely 
with the length of the cycle, and puts forward an explanation of 
why this should be so. 
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Part II analyses the movements of total stocks, Part III the 
movements of inventory investment, that is to say, rates of 
increase or decrease of stocks. This arrangement involves a 
rather regrettable amount of repetition between Part II and 
Part III, since the material used in each is in essentials the same, 
and the difference is merely in the aspect of the question studied, 
It is easy to see, however, that this arrangement was rendered 
convenient to the author by the nature of the analytical technique 
employed. In Part II movements of the volume of manv- 
facturers’ inventories in total and in industrial divisions are 
compared for conformity and timing with ‘“ reference cycles ” and 
with cycles in output in the respective industries. This procedure 
is then repeated for inventory investment in Part III. These 
tests are made by means of the standard National Bureau tech- 
niques, modified in certain respects called for by the annual nature 
of the main series. (Thus the timing of an annual series is 
measured by its average lead or lag in months at turning points 
instead of in terms of “ reference-cycle stages,”’ since annual series 
can hardly ever be divided up into the nine standard cyclical 
stages and often cannot even be divided into five stages without 
resort to interpolation.) The author helps the reader to make up 
his own mind by providing straightforward charts of the basic 
time series as well as the potted summary measures of them, and 
he is at pains to emphasise the many differences between the 
individual cycles occurring in the period studied. 

The volume of manufacturers’ inventories is found to conform 
positively to business cycles with an average lag of from six to 
twelve months—greater precision than this being unattainable 
from annual series. But the evidence of the data relating to 
individual commodity stocks—which Professor Abramovitz studies 
in great detail and with much ingenuity—suggests that this over- 
all pattern results from a considerable diversity between different 
types of goods. Ona priori grounds it seems clear that goods in 
process must vary positively with output with little or no lag, 
and the same is true of finished goods made to order. These two 
categories between them account for some 30% of manufacturers’ 
stocks. Raw material stocks, on the other hand, which make up 
about 40%, of the total, conform with a greater or less lag according 
to the ease and celerity with which supply can be adjusted to 
changes in demand; it is suggested tentatively that the evidence 
points to an average lag of about three months in this category. 
With some raw materials there may be no lag at all, whereas with 
commodities like rubber, where supply is particularly difficult to 
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adjust in the short period, the average lag is of the order of two 
years—in other words stocks vary inversely with the cycle, falling 
in expansions and rising in contractions. The latter is found to 
be the characteristic behaviour also of a large proportion of the 
inventories in the third main group, finished goods; finished goods 
not made to order tend to conform inversely to the cycle unless 
they are perishable or else are made from agricultural or other raw 
materials which for one reason or another are subject to large 
output fluctuations unrelated to general business cycles. The 
behaviour of stocks of finished goods, however, is to some extent 
dependent on the duration of the cycle; in the longest contrac- 
tions the accumulation of stocks of finished goods appears to 
cease and be reversed some time before recovery is sighted. 

The results reached with regard to inventory investment are 
such as would be expected from the movement of inventory volume, 
both with respect to inventory investment as a whole and to 
investment in the different categories already distinguished. 
Whereas inventory volume lags behind output by six to twelve 
months, inventory investment conforms without any unequivo- 
cally discernible lead or lag. When output begins to fall, inven- 
tory investment begins to fall also, but it does not become negative 
until six to twelve months have elapsed. 

The acceleration principle in its pure form would lead one to 
expect that inventories should conform positively to output with- 
out a lag and that inventory investment should conform without 
a lag to rate of change of output. We have already seen that 
inventories in fact lag behind output by a considerable extent. 
Inventory investment must therefore lag behind the rate of change 
in output unless the rate of change in output is most rapid imme- 
diately before turning points. Many economists would be disposed 
to assume without more ado that this is not so. Professor 
Abramovitz, with characteristic caution, will take nothing for 
granted and devotes a very interesting chapter to discussion of 
the matter. He finds that the rate of decline of output is con- 
siderably retarded in the last stage of the contraction, and that the 
most rapid decline in output usually occurs about half-way 
through the contraction phase. In expansion the situation is 
different; output continues to grow rapidly up till the peak, 
but the highest rate of growth is usually in the first stage of all. 
Therefore although the customary theorist’s approximation of a 
sine curve is at best applicable only to the contraction phase, it 
remains true, as the sine-curve analogy suggests, that inventory 
investment lags behind the rate of change in output in just the 
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same way as the volume of inventories lags behind the volume of 
output. 

Such is the broad outline of Professor Abramovitz’s results. 
The terms in which he explains them may be summarised thus, 
He accepts in principle the underlying postulate of the acceleration 
principle that entrepreneurs aim to keep a roughly constant ratio 
between inventories and output. For some types of stocks, such 
as perishables and goods in process, the maintenance of a constant 
ratio is more or less automatic. But total inventories lag behind 
output, for several reasons. As far as raw materials are con- 
cerned, the lag is due to the inability of manufacturers to foresee 
changes in their requirements sufficiently far in advance and to the 
difficulty of increasing or reducing supplies at short notice. In the 
case of finished goods, where the lag is most pronounced, im- 
perfect foresight again plays a large part, probably a predominant 
part ; entrepreneurs expect demand to change by less than it does 
in the event and so find themselves drawing on stocks to meet the 
increased demand in the boom and accumulating unsaleable 
stocks in the slump. In the main the discrepancy between the 
actual behaviour of inventory investment and the pattern to be 
expected from application of the acceleration principle is thus the 
consequence of ‘“ unplanned ” investment resulting from unfore- 
seen—or at least unprovided for—changes in demand. It is 
likely, however, that not all of the increase in finished goods 
inventories in the contraction phase of the cycle is unplanned in 
this sense: there are many reasons why manufacturers may as a 
matter of policy prefer to increase within limits their holdings of 
stocks in the slump rather than either reduce their prices or 
curtail their production more drastically. 

One of Professor Abramovitz’s most interesting findings is 
that the ratio between inventories and output moves inversely 
over the cycle, reaching its peak in the slump and its trough in 
the boom. In view of this, it may perhaps be suggested that the 
simplest theory of inventory investment consistent both with the 
facts and with @ priori reasoning would be to describe inventory 
investment as a negative function of the inventory—output ratio. 
The argument might be put somewhat as follows. At the begin- 
ning of the expansion phase the inventory—output ratio is high and 
planned inventory investment is negative, with manufacturers 
trying to reduce the ratio to a more normal figure. But the rise in 
output tends to reduce the ratio, both directly by raising its 
denominator and also by causing unplanned drawing on stocks. 
Therefore although manufacturers continue for a while to seek to 
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reduce the ratio, their desire to do so becomes progressively less 
urgent and the planned rate of disinvestment in inventories 
diminishes. The continued rise in output, however, causes dis- 
investment to be higher than planned, with the result that the 
reduction in the inventory—output ratio proceeds more rapidly 
than intended. This pattern of events continues throughout the 
duration of the upswing. The rise in output at first causes the 
inventory-output ratio to fall more rapidly than intended; when 
the ratio has fallen so far as to induce positive inventory invest- 
nent, the rise in output causes the ratio to go on falling despite the 
manufacturers’ intention to raise it (and despite the continued 
growth in inventory investment). So it goes on until the arrival 
of the turning point in output puts the whole process into reverse. 

The hypothesis that inventory investment is in the main a 
function of the inventory—output ratio would stand on a surer 
footing if the statistics revealed a lag between the two. This they 
do not do—or rather the very slight lead of the inventory—output 
ratio shown by the data is not considered by Professor Abramovitz 
to be significant. The virtually unlagged conformity between 
inventory investment, the volume of output and the ratio of 
output to stocks in fact makes the whole question of causal priority 
extremely hard to disentangle. There is one suggestion put 
forward by Professor Abramovitz which, if accepted, would help 
to make the matter more intelligible. He argues that a constant 
inventory-output ratio is not necessarily what manufacturers 
aim at. They may deliberately choose to increase to some 
extent their holdings of stocks in the slump relatively to output 
and to reduce the ratio in the boom—as has already been sug- 
gested in the case of certain types of finished goods. One should 
therefore perhaps postulate that inventory investment is a func- 
tion of the difference between the actual inventory—output ratio 
and the desired inventory—output ratio, rather than a function of 
the actual ratio alone. It may be that although the inventory— 
output ratio is at its lowest at the peak of the business cycle, the 
actual ratio at that stage falls below the desired ratio to a less 
extent than it did in the immediately preceding stage. If that 
were so, the fact that inventory investment moves synchronously 
with the inventory—output ratio at the peak would represent a lag 
of inventory investment behind the variable motivating it. 

The same point has relevance in another connection. Does the 
behaviour of inventory investment play an active part in the 
cycle, initiating the turns in activity, or does it (as was implied in 
the schematic explanation set forth in the last paragraph _ nome 
No. 246—Vvo.. Lx1. 
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merely act as a destabiliser, aggravating the effects of changes in 
the level of demand the ultimate causes of which are to be sought 
elsewhere? On the face of it, the fact that the inventory-output 
ratio is at its lowest at business-cycle peaks militates strongly 
against the view that the recession is initiated by the decision 
of entrepreneurs that inventories are at a sufficiently high 
level to justify a slackening of the rate of inventory invest- 
ment. This is certainly a powerful argument for the hypothesis 
that inventory investment is no more than a destabiliser. But it 
is not quite a conclusive argument if it is allowed that entre- 
preneurs may be willing when business is exceptionally active to 
permit the ratio of their stocks to their output to fall somewhat 
below the normal level. 

In the present state of the evidence this important question 
must remain open. Professor Alvin Hansen has advanced the 
hypothesis that changes in inventory investment play a more 
active part in initiating recovery than in initiating recession. 
Professor Abramovitz mentions this view, but does not discuss it 
at length. One of his findings, however, may be considered to 
give it some support. As already mentioned, the decline in out- 
put usually becomes much less steep in the last stage of the 
contraction phase of the cycle, whereas in the last stage of the 
expansion phase the reverse does not apply and output continues 
to grow not less rapidly than it had been growing immediately 
before. In the last stage of the contraction, therefore, one might 
expect a slackening of the rate of involuntary accumulation of 
stocks, but in the last stage of the upswing one would not expect 
any similar reduction in the rate of involuntary disinvestment in 
stocks. The consequence of this asymmetry is that there may be 
a rise in planned inventory investment in the last stage of the 
contraction, even if aggregate inventory investment continues to 
fall; while the analogous presumption does not apply with the 
same force to the last stage of the expansion. 

Professor Abramovitz would be the first to admit that the 
answers to many of the most important questions must remain in 
dispute unless and until a substantial body of new evidence 
becomes available. In the meanwhile he is to be congratulated 
alike on the patience and skill with which he has marshalled his 
material, and on the ingenuity with which he has sought to 
explain the results it reveals. 

R. C. O. MatTTHEws 

St. John’s College, 

Cambridge. 
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The Economics of Employment. By A. P. LernER. (New York, 
Toronto and London: McGraw-Hill, 1951. Pp. xv + 397. 
34s.) 


THE appearance of an elementary and lucid exposition of 
Keynesian economics by one of the world’s foremost Keynesian 
economists is an event to be welcomed warmly. The warmth of 
the welcome is not denied by the observation which persistently 
imposes itself, that this would have seemed a much better book 
if it had appeared in 1941 instead of in 1951. The quietening 
of the cross currents of verbal controversy which has occurred in 
the last ten years or so has left peculiarly little trace upon the 
theoretical sections of the book. At the same time there is dis- 
appointingly little reference in the discussions of policy to 
experience of full employment in the forties. 

The analysis of the basic principles of the theory is adimirably 
expounded. An initial distinction is made between consumption 
by individuals and investment by individuals, and similarly for the 
government. Businesses can only invest and not consume. This 
division of the total flow of expenditure into five elements instead 
of the more usual three can be a valuable one, but no use is made 
of it. At the level at which this book is written such elaboration, 
and in particular the distinction between consumer consumption 
and consumer investment, seems to be more likely to confuse 
than to help the student. He is denied the simplicity of defini- 
tions which treat consumption and investment in terms of the 
individuals or bodies by which the expenditure is made for the 
sake of a sophistication which defines them in terms of the reasons 
for which it is made. It is simply a question of constructing an 
acceptable simple model; the traditional one in which only 
entrepreneurs invest and only consumers save, and where saving 
is the difference between consumer expenditure and income, seems 
still to be an admirable starting point. 

A more fundamental criticism of the theoretical chapters 
concerns the wretched question of the savings—investment iden- 
tity. Professor Lerner denies the value of a process analysis in 
explaining the multiplier (because lags in fact are not uniform and 
because changes in output are sometimes made in anticipation of 
changes in demand—i.e., lags may be zero or negative). At the 
same time he finds the narrowest Keynesian equilibrium approach 
inadequate ; it demands a high degree either of sophistication or 
of credulousness on the part of the reader to accept the new 
equilibrium position without being told why the multiplier takes 
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the system there and nowhere else. Consequently, the author 
is driven to a device which is questionable pedagogically and 
analytically. The income of the community can be different from 
the equilibrium income only if the public is mistaken about the 
size of its income; but in that case their consumption decisions 
will not be in accord with the real facts and their propensity to 
consume, and when they discover their mistake about the size of 
their incomes they will change their consumption until the 
equilibrium position is reached. At that position the public has 
correct belief about the size of its income, and its consumption 
decisions are in accord with its propensity to consume. 

Why, one is impelled to ask, does the public have mistaken 
views about the size of its income? The two most obvious 
answers are either that to-day’s income, on which I base to-day’s 
consumption, is regarded as being the same as yesterday’s, or that 
plans for consumption (ex ante) are based on income expectations 
which are not to be justified (ex post). An attempt to avoid 
process analysis has led us face to face with Professor Robertson or 
the Swedes. At this date it might reasonably be hoped that rigid 
Keynesianism and process analysis should be seen to be con- 
plementary and not competitive products. 

The Economics of Employment is frankly polemical, and it is 
largely as a polemic that it demands judgment. The first 
chapter, entitled “‘ The Economic Steering Wheel or The Story of 
the People’s New Clothes,” is a brilliant example of its genre. 
As a polemic, directed at an American audience, the book is a 
little difficult for an Englishman to judge. The main prescrip- 
tions are functional finance, flexible exchange rates and a wage 
policy based upon “ indices of relative attractiveness ”’ of different 
occupations. In some of these chapters the impression that there 
has been a misprint in the date of publication becomes extremely 
strong. The two-year economic cycle which the British economy 
has suffered since 1945 demonstrates all too clearly that the most 
enlightened of administrators have difficulty in operating 4 
smoothly developing economy by methods whose philosophy is 
basically the same as that of functional finance. Any control 
mechanism which involves lags is also likely to involve fluctuations 
which may be extremely unpleasant. This is not to suggest that 
functional finance should be discarded, but merely that it might 
be expected to be able to learn a good deal from observation and 
experience. 

In despite of flaws such as these, this book remains admirably 
clear and well written. It is no small commendation to say that 
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itis one of the very few introductions to the study of this depart- 
ment of Economics which should be allowed to fall into the hands 


of the new-comer to the subject. 
A. C. L. Day 
London School of Economics 


and Political Science. 


Product Equilibrium under Monopolistic Competition. By Hans 
Brems. (Cambridge, Mass.: Harvard University Press 
(London: Geoffrey Cumberlege), 1951. Pp. viii + 253. 
30s.) 

In Part I of this book Professor Brems considers the deter- 
nination of a firm’s output according to the criterion of maximum 
profits. ‘The freshness of his approach is derived from an emphasis 
on the freedom of the entrepreneur to vary several “ parameters 
of action ”’ in choosing the nature and scale of his output. Thus 
he may change the scales of output of each of several products, he 
may vary their quality and he can try out new selling schemes ; 
in later chapters he extends the analysis to cover multi-period 
planning so that the entrepreneur may also vary his investment 
programme and the timing of his output policies. These chapters 
are distinguished by a happy choice of illustrative examples, and 
give evidence of a clear-headed grasp of the underlying mathe- 
matical ideas. Despite these advantages, few new tools are pro- 
vided to the economist and business man for finding the output 
which will maximise profits. The climax of all the discussion is 
the following type of diagram, which is designed to draw our 
attention to the output which will give maximum profit. R the 
total proceeds are measured horizontally, and C the total costs are 
measured vertically, and to any choice of “ parameters of 
action ’’ there will, in the absence of uncertainty, correspond a 
point (C, R): mark it by a pin, and the corresponding profit 
R — C, will be equal to the distance of the pin below the line OL, 
along which R = C. Having put in pins corresponding to all 
conceivable outputs with their different sets of values for the 
parameters of action, we have then to select that pin farthest 
below OL : a non-economist, having got so far, would work out the 
profits corresponding to the’most likely looking pins and choose 
that with the largest profit. Professor Brems’ method is, in effect, 
to take a thin piece of cotton, tie one end to the point O, and 
drawing it tight to swivel it anti-clockwise until it traces the lower 
boundary of the group of pins as in the diagram ; this curve is the 
total-cost curve. It is clear that the pin farthest below the line 
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OL will then be the one whereat the cotton becomes as steep or 
steeper than the line OZ. In order to find this pin, Profeggor 
Brems suggests drawing a composite marginal-cost curve showing 
for each value of C, the gradient of the total cost curve: at one 
value of C the composite marginal-cost curve will rise above the 
value unity, and at this value of C will be found the pin required, 
In the most complicated case this method corresponds to the rule 
that “‘ the margin of profitableness will be the point where a full, 


C 


' 





O 





discounted investment dollar is needed to create one full, dis- 
counted revenue dollar, or geometrically, the point where the 
marginal (cost) curve . . . has an ordinate equal to unity, or, 
which is the same thing, where the total (cost) curve By has an 
inclination equal to unity.”” My own feeling is that this really 
does not get one much further than saying that discounted profits 
should be made as large as possible, which is where we started 
from. 

The final chapter of Part I extends the above analysis to the 
case where uncertainty exists by using Lange’s concept of effective 
expectations. 

Part II is concerned with the problem of duopoly, and after 
giving a clear account of the assumptions made by earlier writers 
such as Cournot, Hotelling, Chamberlin, Bowley, Fellner and von 
Neumann, Professor Brems goes on to examine how each duo- 
polist may act so as to mislead his rival about his own intentions. 
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His solution differs from that of von Neumann, who shows that the 
most effective method of concealing one’s policy is to make that 
policy partly dependent on chance. The difference, I think, is 
due to Professor Brems abandoning the line taken by von Neu- 
mann, that one is only concerned to maximise one’s gain on the 
assumption that one’s opponent acts with maximum intelligence. 
Professor Brems supposes that each duopolist will assume that the 
other is susceptible to bluff and that the object of such bluff will 
often be to persuade the other to come into collusion on terms 
favourable to oneself. He is able to show that if one duopolist 
greatly dislikes uncertainty and the other enjoys it, then the first 
is likely to accept collusion on disadvantageous terms in order to 
end the uncertainty. In general, each duopolist will try to create 
the impression that he will make life thoroughly difficult for the 
other so long as they compete: each will pretend to be far less 
ready to make a deal than he really is. Itis practically impossible 
to read this part of the book without one’s mind straying far away 
from economics to such places as Panmunjong. 

As in the first part of the book, one is tempted to doubt 
whether the more formal apparatus adds much to what can be said 
in more qualitative language. But in this second part the con- 
clusions are more novel, and the algebra and diagrams used can 
be justified as needed in order to secure a more rigorous argument 
and as an aid to understanding by those whose approach is 
mathematical. 

Despite a tendency to feed nuts into his steam-hammers, 
Professor Brems includes in this book several original and 
stimulating ideas. 

D. G. CHAMPERNOWNE 

Nuffield College, 

Oxford. 


Social Choice and Individual Values. By Kennetu J. Arrow. 
Cowles Commission Monograph No. 12. (New York: Wiley 
(London : Chapman and Hall), 1951. Pp. xi +99. 20s.) 


THE principal issue in contemporary welfare economics is the 
admissibility of welfare propositions as such, rather than their 
actual contents. Opinions on this point range from those who 
consider welfare judgments, or some at any rate, to be part and 
parcel of ordinary economic theory to those who think their 
justification requires additional assumptions or valuations. Ten 
or twelve years ago the first group, who put forward the “‘ new 
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welfare economics,” appeared to dominate the field, but its 
positions soon came under fire from the second group, content so 
far mainly with destruction. 

Theoretically the issue has been narrowed by Bergson’s intro- 
duction of the “ social welfare function,’’ which attaches to each 
“* social state ’’ a rank according to the preferences of the com- 
munity concerned. Assuming that individuals have consistent 
preferences for different social states, the problem now becomes 
under what conditions these individual rankings can be aggregated 
into an equally consistent and well-defined social ranking. This is 
the problem which Dr. Arrow has set out to solve in a highly 
original and thought-provoking monograph. 

Apart from two axioms which any utility function has to satisfy, 
the author imposes the following five conditions on the social 
welfare function, conceived as a rule for combining individual 
rankings: First, it should be capable of dealing with different sets 
of individual rankings to the extent that there are at least three 
alternatives (social states) which any individual may rank in any 
order; we shall return to this condition below. Second, the 
individual and social rankings should be positively associated ; 
that is, if an individual’s relative valuation of an alternative goes 
up, its social valuation should also go up or stay the same. Third, 
the choice from a group of alternatives should not depend on the 
desirability of alternatives outside that group; this may seem 
obvious, but the condition is not satisfied by some quite common 
methods of voting. Fourth, the social-welfare function is not to 
be imposed, in the sense of being independent of individual 
preferences; thus it should not be derived exclusively from some 
religious code or oracle. Fifth, it should not be dictatorial; 
that is to say, determined by the preferences of one individual 
only. This condition, like the previous one, is a value judgment 
appropriate to Western democracy. 

Dr. Arrow’s chief conclusion is that in general these five 
conditions are incompatible. To arrive at a social welfare func- 
tion, at least one of the conditions must therefore be altered, the 
first condition being the obvious choice. At first it is made to hold 
for individual rankings of social states on the basis of all their 
characteristics, but even if individuals judge only on the basis of 
their own consumption the paradox remains. However, if 
individual preferences are “ single-peaked,” all five conditions may 
be satisfied by an aggregation rule corresponding to majority 
voting. This case, which was first discussed by Mr. Duncan Black, 
arises if all individuals, when asked to arrange the alternatives 
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along a line, put them all in the same order and in such a way that 
one of the alternatives (not necessarily the same for all persons) is 
considered the best and the other alternatives on each side are 
ranked according to their distance from the maximum. An 
example is the same budget line drawn on different indifference 
maps for two commodities. This case represents a severe limitation 
of the first condition. 

Having arrived at this interesting result, Dr. Arrow does not 
proceed to examine its economic significance (apart from a casual 
illustration), but ends his inquiry with an excursion into political 
philosophy. He notes that single-peaked preferences imply a 
considerable degree of similarity between people’s valuations, 
and associates this with the concept of “ consensus ” developed by 
idealist thinkers. Whatever the relevance of these speculations, 
the scant attention given to economic aspects at this crucial 
stage in the argument is very disappointing. It is also an example 
of the high level of abstraction that is maintained throughout, 
though this may well have been essential in obtaining a clear view 
of the problem. 

There are in fact two questions which the author might have 
been expected to discuss in some detail. In the first place the 
assumption of single-peaked preferences may be capable of 
generalisation, so that the conditions for the existence of a social- 
welfare function may not be so exacting as is suggested. The 
second question, which is related to the first one, refers to the 
effective description of a “ social state.”” Dr. Arrow defines this 
(p. 17) as a “‘ complete description of the amount of each type of 
commodity in the hands of each individual, the amount of labour 
to be supplied by each individual, the amount of each productive 
resource invested in each type of productive activity, and the 
amounts of various types of collective activity.” Furthermore, 
“it is assumed that each individual in the community has a 
definite ordering of all conceivable social states, in terms of their 
desirability to him ’’ (reviewer’s italics). 

The word “ conceivable,” used without any further explana- 
tion, intentionally or unintentionally conceals the fundamental 
problem of the interdependence between the characteristics of 
each social state, especially between production and consumption. 
Not all the variables describing a social state can be chosen at will, 
but only a much smaller subset of them, which might be called 
the degrees of freedom. The remainder will then be determined 
by the technical, institutional or psychological constraints of the 
system in so far as they are considered constant. The number 
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of these degrees of freedom is therefore of decisive importance, 
If it is one, the assumption of single-peaked preferences will be 
applicable (given proper convexity); Dr. Arrow briefly mentions 
a situation where the only degree of freedom is the length of the 
working-day. It is not known whether a social-welfare function 
may still exist if there is more than one degree of freedom, for as 
noted before it is possible that single-peaked preferences are not 
the least restrictive hypothesis that can be admitted. 

Until these two problems have been solved, the basic contro- 
versy of welfare economics will remain undecided, and those who 
still regard the study of economic policy as a branch of economic 
theory rather than of political philosophy need not lose heart. 
In practical terms the issue is, of course, the efficiency of the 
price mechanism, which indicates the wider significance of these 
seemingly academic discussions. 

Though ultimately inconclusive, Social Choice and Individual 
Values is a work of unmistakable importance. It poses the 
problem more clearly than has ever been done before; it gives 
many useful partial results; it introduces an _ illuminating 
technique of analysis, based on symbolic logic in its most elemen- 
tary form; and even its deficiencies are highly instructive. Its 
place in the history of welfare economics is assured ; no longer can 
anybody speak with authority on that subject if he has not 
digested its conclusions. Whether it is found readable or not will 
probably depend on the reader, who should in any case be pre- 
pared for some mental effort. Dr. Arrow has not followed the 
tendency in recent Cowles Commission Monographs to address 
the argument mainly to mathematicians. 

H. 8. HouTHakKER 

Department of Applied Economics, 

University of Cambridge. 


An Introduction to Economic Analysis. By J. K. EastHam. 
(London: English Universities Press, 1950. Pp. viii + 392. 
15s.) 

Introduction to Economics. By H. W. Sprrecet. (New York: 
Blakiston, 1951. Pp. x + 605. $5.00.) 

Elementary Economics. By L.J.Gorpon. (New York: Ameri- 
can Book Company, 1950. Pp. xxx + 576. $5.00.) 

Principles of Political Economy. By Carrow R. and Marion R. 
DavGHERTY. (Boston and New York: Houghton Mifilin, 
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Modern Economic Problems. By M. H. Umpretr, E. F. Hunt and 
C. V. Kiyter. (New York and London: McGraw-Hill, 
1950. Pp. xvii + 642. 40s. 6d.) 

Economics of Every Day Life. By GertTRuDE WILLIAMS. (Lon- 
don: Penguin Books, 1950. Pp. 248. 1s. 6d.) 

Economics for Commercial Students and Business Men. By A. 
Crew. 13th Edition. Enlarged and Rewritten by L. T. 
LITTLE. (London: Jordan, 1950. Pp. viii + 591. 
12s. 6d.) 

Guide to Economics : A Manual for Students. By F. H. SPENCER. 
6th Edition by R. Ogden. (London: Pitman, 1951. Pp. 
xii + 226. ‘7s. 6d.) 

The Substance of Economics. By H. A. StrverMAN. 13th (Re- 
vised) Edition. (London: Pitman, 1950. Pp. xvii + 387. 
18s.) 

TuIs recent crop of new or revised elementary text-books of 
economics includes a number which for one reason or another are 
of very much more than usual interest. For once in a way a 
reviewer is not exclusively left with an impression either of 
surprise as to the infinite capacity of economic authors for in- 
finitesimal product differentiation, or of wonder why authors 
should think it worth while to devote so much time to saying so 
little that is new, why publishers should believe that it is worth 
while to publish it, or why he himself, as reviewer, should 
recommend the public to buy it. 

Mr. Eastham’s book must be given pride of place, if only 
because it represents a very serious attempt to provide British 
universities with a new first-year text-book at a standard slightly 
higher than that of a preliminary canter : he aims, that is to say, 
to carry the first-year student as far as he can possibly be got by 
the end of his year’s work—further indeed than many of us had 
hoped to be able to get him. Mr. Eastham frankly concedes that his 
book belongs to the mathematical rather than the literary school 
of presentation. And that, for many teachers, will provide the 
main cause of uncertainty about it. Mr. Eastham gives one the 
impression that he regards serious economics, whether we like it 
or not, as a mathematical subject; there may be frills that can be 
circumvented (he invites a pupil, if he wishes, to circumvent his 
indifference curves at a first reading); but algebra, geometry and 
elementary calculus are all in the main text. He does not 
make it his objective to say everything in words to the non- 
mathematician as well as in symbols to the more mathematically 
minded. A lecturer or tutor who is in a position to iron out 
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difficulties with individual pupils, or to suit the text-book used to 
the needs of the individual rather than to the average, or even 
marginal, needs of the class, will find it a very helpful new 
addition to his resources. It might have been a little easier to 
use as a class text if Mr. Eastham had done rather more to help the 
sort of pupil who does not start with a capital stock of mathe- 
matical equipment. 

The book has the great merit that, though occasionally obscure, 
it seldom falls into the minor slips of economic analysis which 
trap so many authors of elementary texts. After taking several 
other text-books over my test course, I was delighted to find on 
author at last who had taken the trouble to understand wa. 
Marshall meant by quasi-rent, and who had really mastered the 
intricacies of that field. But if I have one general criticism, it is 
that, to one who has learned his economics in Cambridge where 
the emphasis has always been on the distinction between the short- 
period and the long-period, there seems a skimping of that, and a 
certain amount of unnecessary obscurity over the inter-relations 
of rents and other forms of payment. The brief presentation at 
pp. 177-9 does not really bring out sufficiently clearly that not 
only capital equipment, but also supplies of particular skills, and 
particularly geographical distributions of them, are fixed, or very 
nearly fixed, and earn quasi-rents in a short-period, and are only 
completely adjustable to changing demand conditions in the long- 
period. Indeed, I cannot remember (a quite shocking index gives 
me no help) any proper definition and discussion of the meaning of 
the long-period and short-period. Again, we are told (p. 119) that 
“the price at which an output of a given size is sold must be 
greater than the average variable cost of producing that output.” 
The assumption that it will never pay a firm to make a prime 
loss in the short-period depends, of course, on there being no 
capital cost or loss of goodwill by shutting down and re-opening 
and no recurrent cost of standing idle: such costs were carefully 
worked out by shipowners, for example, in the 1930s and operation 
at a small prime loss was consciously preferred to the alternative. 

The book covers not only the theories of value and distribution 
but also those of money, employment and international ex- 
change. It seeks to steer a middle course between liquidity pre- 
ferences and supplies of loans, and at the same time to give the 
quantity theorists a run for their money. The doctrinaires of all 
sects will no doubt frown on it. I will say no more than that 
Mr. Eastham leaves readers with little they will need to unlearn at 
a more advanced stage, and is able to lead up to a competent and 
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useful discussion of the theory of employment, not only in a 
closed but also in an open system. 

This is a very useful book which will certainly establish a place 
for itself. But it is not a book which is likely to excite the 
enthusiasm of students. Mr. Eastham seems to take pleasure in 
a business-like staccato rumble of short sentences, entirely to the 
point, but entirely devoid of colour and of literary art. He never 
attempts—I would suspect that he quite deliberately avoids—the 
sort of writing which may establish a contact between the severely 
academic study and the day-by-day incidents of the student’s 
own life. The human aspects of economic life are to be learned, 
one feels, in evenings outside the barracks. 

I will come next to the four American texts. Professor 
Spiegel’s book is the very antithesis of Mr. Eastham’s. He is 
interested always in the real American economic system as it 
lives and works around him. He regards economic analysis as 
being essentially the power to think and reason about the sur- 
rounding real world. He never does drill for drill’s sake. He is 
training troops for the warfare of the real world. But he knows 
that they need discipline, and he goes through the drill—but 
always with an eye to its uses. 

With this in his mind, Professor Spiegel starts with four general 
chapters, covering the scope of the subject, the organisation of the 
modern world, the value of money and credit, commercial and 
central banking. He goes next to the essentials of the deter- 
mination of individual prices, to economic goods in aggregations 
(the national income) and to the business cycle. The next group 
of chapters cover the economics of enterprise : the establishment, 
expansion, location of firms, the laws of production, the deter- 
mination of input and output, competition with new-comers, 
policies under monopoly and monopolistic competition and so on. 
A further group of chapters cover consumer’s earning and spend- 
ing, thus including the facts of distribution and theories of wages, 
rent, interest, profits and the disposition of income, including 
saving. A final group deal with foreign trade and government 
activities. 

Within this framework of applied economics are developed 
stage by stage the tools required for the world. The deter- 
mination of individual prices brings in naturally the tools of 
elasticity of demand and marginal revenue, of marginal cost and 
of elasticity of supply; the changes in the national income bring 
in theories of the trade cycle and of employment; and so on. 
At each stage the theoretical exposition is full and thorough, but 
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not so extensive as Mr. Eastham’s. If one’s fear is of schizo. 
phrenia between theory and applied economics, and too little 
theory chasing too much application (and that is my own chief 
fear), Professor Spiegel’s book is admirably designed to fill the gap, 

Professor Gordon’s book goes substantially further than 
Professor Spiegel’s in belonging to the “‘ down to earth ”’ school of 
first-year texts. He is even more anxious to make the theory 
emerge from a study of the realities of markets. There is no 
preliminary parade-ground drilling. We plunge straight into the 
living problems of particular markets. We start with the family 
as the consuming unit. We endeavour to see how it buys, how 
it is served, its demand for milk, the supply of milk, the function 
of price in equating demand and supply, the method by which the 
price of milk is determined and the extent to which the price is an 
administered rather than a purely market price. We travel 
similarly through groceries, involving the organisation of retail 
and wholesale distribution, the purchases of wholesalers from 
processors, and the purchases of raw materials by processors in 
their turn from domestic farmers and foreign suppliers. We turn 
next to shelter and the pricing of used products and the meaning 
of rent; and then in turn to furnishings, electricity and water, 
clothing, the family car, health, recreation, education. With the 
resultant picture in mind of the economy as a whole, and of its 
widely differing market structures—monopoly, oligopoly, com- 
petition and their equivalents on the demand side have been 
discussed in realistic terms at each stage—we are invited round 
about p. 340 to take for the first time a general view of the pricing 
system, and then go on to the functions of government, banks, 
transportation, the pricing of the factors, regarded as sources of 
income, and the wider problems of insecurity, irregularity, 
inequality of distribution. 

The resultant book is a really interesting experiment. It is, 
rightly and properly, close to an American rather than an English 
earth. It never wittingly avoids difficulties, and the author is 
very obviously on top of his subject and does not make minor 
mistakes through ignorance. Occasionally the presentation 
could be improved; on p. 144, for example, where diminishing 
returns are being discussed the words are used “the yield per 
acre diminishes ”’ where the context obviously implies that the 
addition to yield per acre diminishes. But the major doubt left in 
my mind is whether, having got his pupils so far, the author 
could not at the end have provided a little more parade-ground 
drill. There are practically no diagrams devoted to the presen- 
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tation of equilibrium problems; the pupil is made familiar with 
all the essential constituents of these problems without quite 
being helped to master them. I rather suspect that this is a 
consequence of the particular environment of American teaching 
of elementary economics, where the students may be devoting 
only a fraction of their time to economics; it is rather a large 
pook for so elementary a final destination when applied to the 
very different, and normally more specialised, English environ. 
ment. But the book itself may provide an interesting and 
suggestive stimulus to lecturers in this country, even if it is not 
perfectly adapted to the particular needs of their pupils. 

The two-volume Principles by the two Daughertys represents 
a wholly fascinating experiment. They have created a series of 
hypothetical economic systems: frontier and barter economies ; 
Atomisia, a large free-enterprise pure-competition exchange 
economy ; three large private-enterprise economies, Monocompia, 
Oligopia, Monopia, in which competition is progressively more 
adulterated by monopoly; Dictatia-Rulenia where we have a 
large authoritarian economy. For each of these economies, the 
authors pose a more or less standard set of decisions to be made 
as to the use of resources, and study in theoretical terms the way 
in which, on the normal assumptions of profit maximisation, those 
decisions might be made. This multi-system analysis forms the 
central core of the book. Before being allowed to approach it 
the student—probably a second-year student by our standards— 
is forced to do a satisfactory amount of parade-ground drill to 
make perfectly certain that he is on his toes and his intellectual 
muscles are well tuned up to the quite heavy demands that will be 
made upon them. He is made to go through all the evolutions of 
the latest training manuals; by the end, indifference curves, 
outlay and cost schedules, marginal rates of substitution and all 
the rest, with their appropriate diagrams, are familiar. A great 
deal of space is given to the equilibrium of an individual firm. 
The whole range of new problems involved in reaching decisions in 
a dynamic economy are introduced and analysed. 

When the theoretical structure is complete in terms of in- 
dividual countries, the authors go on to construct a world of 
Dictatias and a world of Atomisias to see how resources will be 
allocated within each national economy and as between them and 
to give a setting for the further problem of world economic progress. 
Finally, with the pupil fully trained on the barrack square, he is 
given the opportunity of considering the economies of the ancient 
world, of the United States, of Great Britain and of the U.S.S.R. 
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in concrete statistical terms, with the emphasis always on the 
broad nature of the problems confronting each country and the 
system of decision making and resource allocation that the 
country has evolved to deal with its own particular problems. 
And, at the end of all, are presented the problems of the real- 
world multi-national economy. 

This very compressed outline of the essential architectural 
plans of the volumes does scant justice to some very competent, 
though sometimes rather slow-moving, exposition and to a sure 
sense of the essentials of the real problems of the economics 
described. What is more important, the multi-system approach, 
combined to this extent with rigid analysis, enables the authors 
to escape far more effectively than usual the temptation to describe 
Atomisia and explain Oligopia or Dictatia—Rulenia in terms 
of the not wholly appropriate results. This is a very interesting 
experiment and deserves attention, for the resultant text is far 
more internationally transferable than most modern American 
texts, written primarily for American use. 

Modern Economic Problems is designed, the preface explains, 
for students who have studied economics for one semester, 
possibly with the help of the same authors’ Fundamentals of 
Economics. It is primarily a book in applied economics. It does 
not instruct for instruction’s sake. But it does try to use the tools 
of economic analysis to look at the major problems of America 
to-day. 

After four introductory chapters, discussing the nature of the 
economic problems, the functions of government in relation to 
them, the population and resources of the country, and the 
statistical material throwing light on the economic problems, we 
proceed in five large sections, each of two or three chapters, to 
study the great economic issues. These are regarded as being 
economic stability (the cycle and its control by banking and 
budgetary policy), government regulation of business (monopoly, 
price control and such things as agricultural stabilisation), 
international economic problems (America in the world economy, 
tariff policy and the like), economic inequality and security 
(wages, labour relations, social security) and finally economic 
organisation (marketing costs, farm support, planning). 

Covering, as it does, a vast field, the book necessarily marches 
fast. It does not pause to sift every issue to the bottom. Butit 
manages to state the big issues clearly, to suggest lines of thought 
and to indicate the sources of more detailed information. It is 
a little too dogmatic, a little too concerned with conveying 
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yaluable information, and rather insufficiently concerned for my 
taste to make the student think for himself and to give him the 
tools and material with which to do so. 

Mrs. William’s book is written primarily “‘ for the ordinary 
citizen who is interested in knowing something of the economic 
issues which lie behind the political problems of the day.” 
It has no concealed desire to educate that ordinary citizen into 
a professional economist, and in consequence eschews all ostensible 
barrack-square drill. But Mrs. Williams herself thinks carefully 
and precisely, and for the budding economist it does in fact pro- 
vide a useful first introduction to a very wide field of problems 
of applied economics. Its chapters deal with such things as the 
subject matter of economics, price economy and planned economy, 
national wealth and productivity, the structure and location of 
industry, markets and shops, money, imports and exports, 
incomes and how they are earned, cycles of employment and 
production. 

The book has the supreme virtues of marching fast without 
being superficial and of being simple and direct without talking 
down. Mrs. Williams has obviously a far closer understanding of 
the mind of the ordinary citizen than has the author of most 
such books and realises that ignorance of the jargon of economics 
does not imply that a reader is necessarily half-witted. But it 
is clear that she possesses also the literary gift of taking pains 
to say things accurately aud convincingly in words; that she 
knows that what has been thought clearly can be said clearly ; 
that she is instinctively ten thousand leagues removed from those 
who believe that nothing has been written with scientific accuracy 
unless it is illiterate and unscholarly. If I had a student who was 
asking himself whether he should abandon classics or mathe- 
matics for economics, this is the book I should put into his hand for 
a week’s reading in a vacation. 

I come now to two books which represent attempts to re- 
juvenate old and familiar texts and to make them suitable for 
modern use. Mr. Little, who teaches economics at University 
College, Exeter, and is himself an expert accountant, has been 
given the task of modernising ‘‘ Crew.” The book was designed 
for commercial students and is still in its revised form adapted to 
the syllabuses of various examining institutes and associations in 
the fields of commerce and accounting, and prints specimen 
questions from their papers. That means that it has to cover a 
very wide field, not only of the theories of value and pricing, 


but also of money, employment, exchanges, foreign trade, taxation 
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and industrial relations. To cover all this in under 600 pages 
needs a great deal of compression. 

Mr. Little has managed, none the less, to convert this into an 
efficient modern text-book in which a student will find serious 
discussion of the analytical as well as the practical problems of 
combining factors of production, of the equilibrium of the firm, of 
measuring elasticities and marginal revenues, of the meaning and 
implications of long- and short-period adjustments (including 
incidentally a clearer exposition of quasi-rent than any other of 
these books), of perfect and imperfect markets. This is now a 
thoroughly useful elementary text, designedly at a slightly lower 
level than Mr. Eastham’s. 

The attempt to rejuvenate Dr. Spencer’s Guide to Economics 
has, I fear, been far less successful. It remains irremediably 
Edwardian, and despite all Mr. Ogden’s efforts, the ancient vehicle 
fails on almost all my test hills. 

I come finally to “Silverman.” What can I possibly say 
about the eternal crammer’s companion? It has now reached 
its thirteenth edition. Generations of teachers have warned 
generations of undergraduates of its mistakes. Generations of 
undergraduates have grasped at it despite these warnings, and 
because it gives, in highly compressed form, the emergency 
rations for which they are seeking. Through the thirteen editions 
some of the worst of its mistakes have gradually been removed. 
But a streak of pig-headedness in author and publisher requires 
that at least one howler shall remain however often pointed out: 
it retains the finest known howler over quasi-rent. This apart, 
“Silverman” has now advanced almost as much as has the 
minimum standard at which economics can be studied in the 
ancient universities. It is no longer absolutely certain that 
anyone who reproduced it perfectly would fail in a first-year 
examination. Need more besaid? Itis perfectly adjusted to the 
needs of its market. 

Austin Rosrnson 
Sidney Sussex College, 
Cambridge. 


The Law of Freedom as the Remedy for War and Poverty. By 
Emm Korner. With an Introduction by PRoFEssor 
ALFRED Amonn. (London: Williams & Norgate, 195]. 
2 vols. Pp. xxiii + 562 and pp. vi + 668. 42s.) 

At the basis of this voluminous and at times rather baffling 
work there lies a fairly simple fundamental thesis. According to 
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Herr Korner, Adam Smith was essentially right when he asserted 
that under a free economy the selfishness of each would spon- 
taneously lead to the harmony and happiness of all. If the 
experience of the nineteenth century did not, in fact, bear out this 
fond expectation, this was due to one unfortunate obstacle : the 
existence of nations and national states. In a world state the 
ordre naturel would realise itself. Now, a world state is not an 
impossibility ; indeed, Herr Korner gives us the impression that it 
would not be over-difficult to achieve. For—and here we must 
quote the author’s own words—“ nations do not in fact exist; 
all that exists is the belief in nations” (I, 41). Hence a little 
propaganda ought to do the trick. Universal felicity is waiting 
round the corner. All we need do is to throw off a shallow and 
stupid superstition. 

Were one to apply to a work of this kind the usual canons of 
criticism, it would be difficult to write about it otherwise than 
facetiously. Herr Korner discusses his main thesis without even 
bothering to distinguish nation and race, the cultural unit and 
the genetic. But it would be altogether wrong to treat this book 
as one treats current economic or sociological literature, for it 
belongs to an entirely different category. It is the old utopian 
spirit that speaks through it, the spirit of men like Fourier and 
Owen. The deeper one reads into it, the more one is reminded of 
writers of that stamp. There is the preaching and prophetic 
style; there is the wide use of typographical devices to ram home a 
point in an excessive anxiety to convert; there is the large, 
proudly displayed but rather indiscriminately collected learning 
(the index ranges from Empedocles to Einstein, from Charilaus, 
King of Sparta, to Winston Churchill, from Aristotle to C. E. M. 
Joad); there is the accustomed contempt for orthodox opinion ; 
and there is, above all, the religious pathos which appears at every 
decisive point. Herr Korner is out to save, not to analyse: 
analysis is no more than a means to a supreme end. 

One gathers that, as an economist, Herr Korner wants to be 
judged by two of his fundamental concepts—those of the “‘ Work- 
ing Time Screw” and of ‘“ True Money.” The former is his 
suggested solution of the problem of unemployment. ‘“ Un- 
employment is no problem at all. Or at least not a problem that 
any child could not solve, so long as it knows that unemployment 
is an automatic danger-signal which not only gives warning of a 
disturbance of the economic organism, but prescribes the remedy 
for it, and even in what doses that remedy should be administered : 
in that it dispenses with that amount of working time by which 
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total working time should be reduced ; for example it records that 
one-eighth of those willing to work are unemployed because the 
remaining seven-eighths work an hour too long a day.” “It is 
obvious to anyone familiar with the multiplication table that their 
working-time is too long . . . and that, if the working-time screw 
is tightened in that proportion, every man who is willing to work 
will come into his own.”” Hence “ instead of fixing working-time 
immutably and allowing wages constantly to fluctuate, we need 
only do the opposite ”’ in order to eliminate unemployment and all 
the misery that goes with it. (I, 94; II, 198, 192.) 

We are told on the blurb of the book that “ it is the author’s 
revolutionary discovery of the ‘ stable standard of value ’ that will 
compel all economists to study and appraise his theory.”’ What 
exactly is that discovery? Let us allow Herr Korner to tell us 
himself. ‘In order that the price unit may be stable in exchange- 
value, it needs to be of stable purchasing-power in relation to only 
one kind of service or, which comes to the same thing, only one 
kind of service need be stable in price. Everything else follows 
automatically from the price relation between the services of 
labour, saving and enterprise. . . . But what kind of service is 
fitted to fulfil this function? . . . It is unskilled labour.” “A 
currency law, which said ‘ Notes shall be issued called pounds 
sterling, of which not less than three are to be paid for one week of 
work. The twentieth part of such certificate of labour shall be 
called a shilling and be divided into twelve pence,’ would once 
and for all endow the pound sterling with the exchange-value 
quantity of ird of a working week, just as the day has the ‘ time- 
quantity ’ of +th of a week, and would thereby make it as abso- 
lutely stable in value as the day is absolutely stable in time” 
(II, 327, 330). This is the theory. Those who know Owen, 
Proudhon and their circle will have a definite feeling of déja-vu. 

Herr Korner’s work ought to be commended for the fine 
idealism that has gone into the making of it, but the same cannot 
be said of its realism and reasoning. 

W. Srark 

University of Manchester. 


The Instability of a Dependent Economy : Economic Fluctuations in 
New Zealand, 1840-1914. By C. G. F. Smmxry. (London: 
Oxford University Press, 1951. Pp. x + 208. 18s.) 


In this book Professor Simkin traces the vicissitudes of 
economic conditions in New Zealand from the early colonisation 
of the 1840s through to the outbreak of the First World War. 
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The shortest way of summarising his outlook and methods is to 
say that they have a strong family resemblance to the kind of 
techniques used by Burns and Mitchell in their monumental work 
Measuring Business Cycles, a good deal of time being taken up in 
counting the number of cycles, measuring relative amplitudes, etc. 
Because such crucial data as National Income and Investment 
Series are lacking in this period the author has to take a lot of 
trouble in developing ‘substitute criteria”’ of receipts from 
exports and external loans, payments for imports (or at least that 
part closely dependent on income) and the quantity of money 
in circulation. The general conclusions are brought together in a 
chart on p. 96 and re-summarised in the last chapter. Over the 
period as a whole, banking policy was the single most important 
determinant of fluctuations, although in the early years fluctua- 
tions in export receipts may have played a considerable part too. 

Professor Simkin has clearly tried to base his work on very solid 
foundations. His knowledge of the personalities and powers in 
the economic life of New Zealand in the mid-nineteenth century is 
obviously profound. In fact, the strain on the general reader in 
following some of his allusions and quotations may occasionally be 
rather heavy. Nor is the author only at home in assembling 
previously uncollated data, as he is obviously au fait with the 
statistical techniques necessary for the analysis of oscillatory time 
series as well as with the more usual theoretical pre-requisites of 
writers on cyclical problems. 

Yet despite these obvious merits, one puts the book down with 
an obstinate feeling that there is something wrong with it. There 
are clearly faults of presentation and arrangement. If some of 
the historical data in the last part of the book could have come 
earlier, the bare statistical analysis of the middle chapters might 
have gained in colour and vitality. Itis particularly exasperating 
to find many series in chart form in Pt. II and then only discover 
the original data (without any cross-referencing) when we get to 
Pt. III. If some further details of the statistical results obtained 
had been given—what were the standard errors of the regression 
coefficients and was any account taken of serial correlation 
problems in the regression analyses for instance ?—the statisticians 
might have felt happier. Perhaps it is also true that what has 
been called the ‘‘ unbending empiricism” of the Burns and 
Mitchell methods does not make for easy reading, at any rate 
among people not wholly sympathetic to this approach. But all 
these are faults of form rather than of substance, and the real weak- 
ness lies deeper. It is most probably to be found in a certain 
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vagueness about the purpose served by these investigations; 
for it is never really made clear what lessons are to be drawn 
from a study of “ the instability of a dependent economy.” Is it 
primarily a study in economic history, or is it primarily to guide 
us in attempting to avert fluctuations in similar sorts of economies 
in the future? If the first, then it cannot be said that the story is 
very balanced. No information is given, for instance, on the 
degree to which the successive New Zealand Governments had 
independence in economic affairs and on how far they were at the 
beck and call of the Colonial Office in London. If the second, then 
the experience of New Zealand may not be very relevant for the 
future. For one thing, New Zealand was dependent in a wide 
variety of ways—a large foreign trade relatively to internal 
activity, no Central Bank or money market, political dependence 
—the particular combination of which may not be so common 
to-day. For another, the peculiar feature of nineteenth-century 
capital movements, the large sums carried by migrants, is no 
longer relevant. 

Despite these deficiencies, however, this book will undoubtedly 
be found interesting by many readers interested in problems of 
developing economies as well as by those who like the statistical 
approach to economic bistory. 

A. R. PREst 

Christ’s College, 

Cambridge. 


Psychological Analysis of Economic Behaviour. By GroRGE 
Katona. (New York: McGraw-Hill, 1951. Pp. vii + 347. 
42s. 6d.) 


Psycuo.ocists have not hitherto been very helpful to econo- 
mists except in the negative way of warning against the assump- 
tions of the economic man. Here at last is a psychologist who 
appears to understand what economic theory is worrying about, 
and who admits (p. 9) that “ unfortunately . . . psychological 
investigations of motivation, habit formation, incentives and 
aspirations . . . which have used diverse fields of human activity 
to test hypotheses, have usually disregarded economic behaviour.” 
The author divides his book into a consideration of consumer 
behaviour, of business behaviour and (less thoroughly) of attitudes 
and behaviour during economic fluctuations. An introductory 
part and the final chapter describe and sum up the problems and 
tools of research. The most important research method of 
economic psychology is (p. 301) the ‘‘ sample-interview survey.” 
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“ By asking representative samples of consumers and 
businessmen about the what and the way of their decisions 
and actions, and by relating these findings to various charac- 
teristics of the respondents (income, assets, age, for instance) 
quantitative data are collected for the purpose of under- 
standing economic behaviour. . . . In addition . . . econo- 
mic psychology may utilize two further methods. It can 
make use of psychological studies of non-economic behaviour, 
and it can derive valuable information from case studies.” 


Among the psychological studies those of Koehler, Koffka and 
Lewin are (p. 40) given pride of place, and the gestalt principle is 
most clearly expounded. But we could wish for more examples 
of its application in the body of the book, and the index references 
to the three authors, with one exception, all direct the reader to 
further discussion of methods. The one exception is Lewin’s 
notion of the level of aspiration—not the ideal level but, in view 
of his level of achievement, the level which (p. 91) a “ person 
desires or expects to achieve in his next performance.” This 
notion is usefully applied to the consumer’s expectations and his 
planned and actual behaviour. It is not, for instance, found true 
that particular needs necessarily get satiated. On the contrary, 
the more liquid assets or the more durable goods of a particular 
sort men possess, the more of them most men are observed to 
want. Their level of aspiration and their planning tend to rise with 
the standards of the group to which they belong. Psychological 
notions are thus reinforced by the sociological notion of group- 
belonging. 

Economists need not fear that the psychological principles 
applied in this book are those of the sub-conscious. Dr. Katona 
stresses, rather, that business behaviour is, if not habit, largely a 
matter of acting on expectation and learning by experience. He 
discusses expectation and learning and declares in one of the useful 
notes on sources attached to all chapters that (p. 58) such mechan- 
isms as “‘ defenses against anxiety, repressions, and rationaliza- 
tions ” will not be utilised; though “ it is to be hoped that future 
research of economic behaviour will make great use of psycho- 
analytic concepts.”” Meanwhile, whether they illustrate levels of 
aspiration or not, economists are given illuminating though 
provisional statistics of saving behaviour, on the objective level. 

Dr. Katona has gone farther and more accurately into con- 
sumer than producer behaviour, but he puts forward provisionally 
several important propositions on incentives to production. 
First, though entrepreneurs are for the bulk of business nowadays 
paid by salary, rather than profit (a fact English economists are 
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particularly slow in realising), this top salariat does identify itself 
with the firm it serves, often including all employees—a further 
case of group-belonging. But secondly, perhaps because profit does 
not directly and personally accrue to them (and it is a big but), 
business men do not really strive for a maximum so much as 
for a “ satisfactory ” profit, which appears to be a rate a little 
higher than the year before or not less than that of other firms, 
Rates higher than this for any one year apparently are not “done.” 
“Because of adverse effects upon public opinion, legislation, 
customers and labor, unusually high profits are not generally 
desired or sought” (p. 202). Thirdly, “‘ top executives ” when 
questioned seemed to retain (p. 203) figures of their own and their 
rivals’ total volume or value of output more readily than figures of 
profit. Can it be possible that the top control of firms are not 
trying for profits, let alone maximum profit, but just for some 
satisfactory progressive standard of output that will not attract 
too much competition and will allow them to enjoy their salaries ? 

Another fact realised by Dr. Katona, which brings into 
question the assumption of pervasive rationality whenever an 
“‘ entrepreneurial ’’ act comes up for decision, is the large number 
of such acts which are automatic. The phrase “ decision- 
making ”’ is coming into fashion, but what is called genuine 
decisions are not made every time prices are changed or invest- 
ment increased. In the large-scale business institutions now 
prevailing, there are (p. 253) automatic rule-of-thumb pricing 
practices like the “ ritual” charge over average costs discussed 
recently in the pages of the JouRNAL; and habitual thinking 
like that of the cost-accountant by which changes in the state of 
stocks, and unused machine capacity will automatically determine 
output policy. 

Dr. Katona has certainly made out a strong case for economists 
taking account of man’s gregarious and institutional habits studied 
by sociology and his apparently irrational attitudes studied by 
psychology. His book is to be especially commended to the purer 
economists. In dealing with business behaviour and economic 
fluctuations should he not, however, add economic history and 
biography (for instance, that of the ‘‘ Lords of Creation ”’ finan- 
ciers) to his realistic integration of the social sciences ? 

P. SaARGANT FLORENCE 


University of Birmingham. 
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Typologie der Theorien des Industriestandortes. By Hans ULRICH 
MryEr-LINDEMANN. (Bremen-Horn: Walter Dorn, 1951. 
Pp. xvi + 224. DM. 8.) 


Post-waRk Germany has good reason to be interested in the 
theory of industrial location, the literature of which is in any case 
solargely German. Ina country where complementary economic 
activities have suddenly been separated from one another by 
political barriers, reconstruction would give this subject a special 
importance, even if the flood of refugees into Western Germany 
did not raise the problem of establishing new industries to give 
them employment. Dr. Meyer-Lindemann sets himself the task 
of reviewing the development of location theory from the days of 
Alfred Weber or before and assessing the value of the various 
contributions for the formation of a coherent doctrine and of 
policy. 

The principal types into which Dr. Meyer-Lindemann divides 
theories of location are first, those concerned with its determina- 
tion, secondly, those concerned with its effect once it is established 
(these two being types of pure theory), thirdly, those concerned 
with its development (historical theories) and fourthly, those 
concerned with ways of influencing it. Under the first heading 
Launhardt and Weber are discussed, under the second Hoover, 
Ohlin and others; among writers in the third category are, of 
course, Roscher and his school, while those in the fourth range 
from List to Lewis Mumford. One is not surprised to learn that 
Dr. Meyer-Lindemann finds a displacement of interest over the 
years from the first category to the fourth. 


“Tf the old question in location theory was, ‘ Why is 
this enterprise in this place and not somewhere else?’ con- 
temporary location theory and policy centres upon the 
question, ‘ What enterprise can be attracted here to employ 
the people available (for example, refugees)?’ The question 
as to the place for an enterprise is changing into the question 
as to the enterprise for a place.” 


Dr. Meyer-Lindemann inclines to a charitable synthesis, and 
suggests that while the various types of theory bear the stamp of 
the period which produced them—in Weber’s case a period which 
had seen a great development of German heavy industry—each 
has something to contribute to the mastering of contemporary 
problems; in accordance with the best precedents, we must not 
try to distinguish truth from error so much as fit special cases into 
a general theory. Nevertheless, Dr. Meyer-Lindemann does not 
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himself do so much towards the synthesis as might have been 
wished, so that his treatment is not always sufficiently balanced 
and unified. He is in favour of planning the location of economic 
activity so as to secure a sound and varied regional structure 
(with a strong tendency to regional self-sufficiency), but he does 
not discuss very fully the real cost and practicable extent of such a 
policy, or how far the earlier theories enable them to be estimated, 

This is unfortunate, for we are still frequently presented with 
the contrast between those who believe that we can hardly afford 
to interfere at all with entrepreneurs’ decisions and those who 
seem to be prepared to contemplate any amount of interference, 
even with established enterprises. Economists often defend 
the first point of view by greatly exaggerating the nicety of the 
average entrepreneur’s calculations in this matter. That the 
second point of view can (or could in 1947) be taken by responsible 
and indeed distinguished people in the world of physical planning 
is suggested by the perfunctoriness with which, in Oxford Re- 
planned, Dr. Thomas Sharp justifies the proposed removal of the 
Nuffield and Pressed Steel works. ‘“‘ There is little doubt,” he 
says, ‘‘ that the transfer would be made if it became essential to go 
elsewhere to assure the commercial success of the undertaking. 
And if it could be made for commercial reasons, it can equally well 
be made for social and cultural reasons.” To those with some 
belief in planning it is not much consolation that suggestions 
made so lightly stand little chance of being carried out. 

Though Dr. Meyer-Lindemann’s collation and commentary 
might have been improved, his book should be useful in stimulat- 
ing German planners to closer examination of the economic 
background of their proposals. 

F. G. Davipson 

The National Institute of Economic 

and Social Research, 
London. 


Der Standort der Schweizerischen Industrie. By Dr. Prrer ULI- 
RicH. (Berne: A. Francke,1951. Pp. vii + 158. S.fr. 16.) 


Tuts little book is most systematically arranged. The first 
part deals with the underlying factors in the location of Swiss 
industries, for instance the lack of fuel, difficult transport and 
reliance on skilled labour, and describes the chief industries of the 
country and their distribution in the various cantons. The second 
part discusses the possibilities, aims and methods of a state 
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policy on industrial location in general and applied to Switzerland 
in particular. Here the author faces the question whether there 
is any need for a State policy (beside the ‘“‘ meta-economic ” 
reasons (p. 67) such as military necessity) on account of too much 
urbanisation, of too much specialisation and of acute unemploy- 
ment. These problems recall those wrestled with by our own 
Barlow Commission reporting in 1940. The author answers 
(p. 134) in the affirmative, as did the Barlow Commission, but 
somewhat doubtfully. He frankly admits that no acute state of 
need exists. 

Though increasing in scale, Swiss urbanisation (p. 134) has not 
gone so far as to need immediate state intervention. Unemploy- 
ment, apparently (p. 119), never attained 12% in any canton in 
the 1932-37 depression, and only in one year and in one canton 
(Appenzell A-Rh) did it exceed 9-6%. Nor does the risk of 
unemployment through local over-specialisation appear to loom 
large. The author gives a clear and useful table (p. 113) of the 
proportion of each canton’s occupied population engaged in 
particular industries where this exceeds 1-5%. The highest propor- 
tions are in Uri with 22-0%, Schaffhausen with 14-0% and Solo- 
thurn with 11-4°% in machines and apparatus and instruments, in 
Neuenberg with 16-0°% in watches and jewellery and in Glarus 
with 12-7% in cotton. These figures are not sufficient, however, 
to establish specialisation so dangerous as to call for redistribu- 
tion, until we are also given, first, the size of these industries for 
the country as a whole and can compare in a location quotient the 
excess of any canton over an even distribution, and, second, the 
specific liability of the particular industries to depression. This 
necessary information can in some cases be put together, or at least 
estimated, from information in the book. Thus, for the whole 
of Switzerland 5-4° of all the occupied population are making 
“machines, apparatus and instruments,” so that Uri with the 
corresponding percentage of 22-0 has a location quotient as high as 
22-0 ~ 5-4 or 4-1, and the industry, with its attendant risks, could, 
with advantage, be dispersed. But this industry group is a wide one, 
and though largely making capital goods did not appear (p. 118) to 
suffer very great fluctuations in unemployment during 1932-37,— 
not nearly as great as the unlocalised industry of building. 
Obviously a canton or any locality need not fear specialisation in a 
stable industry. Our own Borough of Burton, highly specialised in 
brewing, is rightly not considered in need of being declared a 
development area ! 

Dr. Ullrich must be criticised, therefore, for not pointing up 
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the figures at his disposal to clinch his case (or lose his case) for 
state planning. He ends his book fairly enough by weighing 
up the difficulties of a national planning policy in a federal 
state. 

P. SaRGANT FLORENCE 


University of Birmingham. 


Conflicting Trends of Economic Thought : A Critical and Compara- 
tive Study of Classical, Keynesian, Marxian and Socialist 
Economics. By 8. N. Durr. (Calcutta: Institute of Com- 
merce and Economics, 1951. Pp. vi + 204. Rs. 7/-.) 


THE author of this book, who is Principal and Director of 
Research at the Institute of Commerce and Economics at Calcutta, 
introduces himself in his preface as “an ardent student of 
Keynesian economics ’”’ who has already published a series of 
articles on this subject. The present book, he tells us, is the result 
of an endeavour to pursue his studies in this field. It has grown 
partly out of lectures given to post-graduate students of economics 
at the Institute, and is partly “the result of research work 
separately carried on.” 

The book does not pretend to be anything much more than a 
piece of popularisation, and it is therefore not surprising to find 
that it is essentially derivative. In some places, however, it is 
rather more derivative than any such book has a right to be. For 
example, much of the chapter on “ Theories of the Business 
Cycle ” consists of quotations and paraphrases from Heimann’s 
History of Economic Doctrines and Haberler’s Prosperity and 
Depression. The actual quotations here are always acknowledged 
to their sources, but most of the paraphrases—which are often 
very close to the originals—are not. 

It should also perhaps be mentioned that in a book which sets 
out to be a “ critical and comparative study of Classical, Keyne- 
sian, Marxian and Socialist economics ”’ and in which Keynes is 
allocated 131 pages, Marxian and Socialist economics share only 
fifty-four pages between them. So far as “ Classical ”’ economics 
is concerned, Mr. Dutt follows the fashionable (but, I think, mis- 
guided) practice of lumping together under this head every econo- 
mist who ever believed in Say’s Law, and he is accordingly able 
to deal with “‘ Classical ’’ theory more or less incidentally in the 
course of his discussion on Keynes. The book is, in actual fact, 4 
summary of the doctrines of Keynes and those of some of his 
disciples and critics, with two relatively short essays on Marxian 
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and Socialist economics appended. It is as such that it ought to 
be considered ; and as such it stands up well to criticism. 

In spite of (or perhaps because of) the fact that it is so over- 
loaded with quotations, the book may well prove useful as a guide 
to current controversy for students who either want to know what 
original texts they ought to consult or who find it difficult to 
obtain them. In general, considered as a summary of doctrine, 
the treatment of Keynes is competent and luminous, and in relation 
to Marx Mr. Dutt avoids many of the misunderstandings which 
are so common among Western economists. Some of his state- 
ments concerning Marxism, however, are open to question. For 
example, his recapitulation of Marx’s theory of crisis on p. 193 is 
given precisely that “ mechanistic twist ’’ which he has earlier 
(p. 157) quoted Mr. Dobb as condemning; in one passage in his 
section on Marx he illegitimately identifies Marx’s “ capitalist ” 
with Keynes’ “rentier”’ (p. 166); and in his conclusion he 
curiously asserts that Marxism “ visualises the attainment of a 
State-less paradise following the final transition from communism 
to anarchism ”’ (p. 195). 

The reader who opens Mr. Dutt’s book in the hope of finding 
some reference to the writings of Marx and Keynes on India, or 
some discussion of the peculiar difficulties lying in the way of an 
application of Keynesian policies to the Indian economy, will be 
disappointed. Indeed, the only direct internal evidence of the 
book’s origin which the present reviewer was able to find in the 
text was the use of Indian weights and measures. Nevertheless, 
the book may perhaps be regarded as providing a limited amount 
of indirect evidence relating to Indian conditions which is likely 
to be of interest to social scientists in other countries. For 
example, the very fact that Mr. Dutt has chosen to write a book 
which is exclusively Western in approach and content is in itself 
interesting. Then again, the reason why Mr. Dutt favours a 
controlled capitalist economy, notwithstanding his firm belief 
that socialism is economically sound and feasible, is possibly 
significant. The transition from capitalism to socialism, he asserts 
(p. 197), “‘ may well be marked by disturbance and dislocation if an 
attempt is made to force the pace of events. There seems no 
rational justification for taking the risk of disorder and disturb- 
ance, if by a peaceful policy of change and readjustment the 
substance of economic justice and a rational ordering of economic 
affairs can be achieved. Keynes has shown the way to this.” 
And equally significant, perhaps, is Mr. Dutt’s expressed belief, 
in the light of which he wrote his book, that an exposition of 
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Keynesian doctrine “ would be appreciated better ’’—presumably 
by an Indian audience—if it were placed side by side not only with 
** Classical ’’ but also with Marxian and Socialist economics. 
Ronaup L. Mrrx 
University of Glasgow. 


Income and Wealth, Series I. Edited by Eric LunpBERG for the 
International Association for Research in Income and Wealth, 
(Cambridge : Bowes and Bowes, 1951. Pp. xv + 297. 30s.) 


Tus first volume to be published by the International 
Association for Research in Income and Wealth contains a 
selection of eight papers from those presented at the Cambridge 
meeting of the Association in the fall of 1949. As they were pre- 
pared with care and chosen for their interest to a wider audience, 
the volume does not have the shortcomings one often finds in a 
record of proceedings. The papers are confined to a few topics 
and provide an excellent introduction to current thinking in the 
national income field. 

Five of the papers are devoted to the subject of social account- 
ing. The introductory paper by Mr. Richard Stone is a lucid 
theoretical treatment of the functions and criteria of a social 
accounting system. After stressing the advantages of an account- 
ing approach for organising economic data, he constructs a model 
system and illustrates its details in practice with the data from the 
National Income White Paper. In order to indicate the possi- 
bilities of social accounting, Mr. Stone treats labour and financial 
services as separate sectors of the economy, in addition to the 
usual ones of enterprises, households, government and rest of the 
world. Operating and appropriation accounts are provided for 
each sector, and capital accounts where necessary. Three similar 
accounts are used to consolidate the transactions of the whole 
economy. 

This system is logical and clearly shows the relation between 
social accounting and the accounts of individual economic units. 
I am bound to say, however, that partly because it uses both 
operating and appropriation accounts for each sector and partly 
because the transactions are fully articulated, it seems to me need- 
lessly symmetrical and formalistic. A social accounting system is 
not really required to keep track of transactions from day to day, 
as in private accounting, so that profits and income distribution 
can be determined at the end of the accounting period. Hence, 
there is no need for accounts that have only an accounting func 
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tion, as is the case with some of Mr. Stone’s, but only for those 
which bring out economic relationships that are considered signi- 
ficant. I would prefer also that the system be designed around 
the concept of the national product, instead of the geographical 
product as Mr. Stone does it, as the former is more basic to 
economic thought. 

The following four papers by Messrs. Gerhard Colm, E. F. 
Jackson, Jan Marczewski and G. Stuvel deal with the -practical 
application of social accounting to problems of current economic 
analysis and national budgeting in the United States, the United 
Kingdom, France and the Netherlands. While differing in em- 
phasis, they all outline the social accounting system used for 
planning purposes and the techniques employed in making pro- 
jections, adding considerably to what is known about current 
practice in these matters. The authors are engagingly frank and 
critical about the statistics and the methods they are forced to use, 
without being purely destructive. I found Mr. Jackson’s come 
ments particularly interesting, perhaps because I am less familiar 
with the United Kingdom material, and certainly agree with his 
conclusion that the projection of social accounts is useful for only a 
limited range of policy decisions. Mr. Stuvel makes the same 
point in emphasising that our knowledge of structural relation- 
ships will have to be improved if we are to get more fruitful results 
from social accounting. He also presents a system of national 
accounts which is quite neat and systematic. 

The second topic of the volume is the treatment of govern- 
ment in the national product, discussed in a lengthy paper by 
Professor Simon Kuznets. Professor Kuznets makes it clear that 
he is not opposed to the prevailing practice of measuring govern- 
ment, by the total value of goods and services purchased, for the 
purpose of studying interrelationships within the economy or for 
compiling national budgets. But he holds strongly that this 
procedure does not measure the national income or product in the 
sense of an approximation to social welfare. This is because the 
intermediate product of government is not eliminated. 

Though Professor Kuznets has treated this subject in previous 
works, the present essay is more thoroughgoing and modifies his 
earlier views in several important respects. He now proposes that 
the determination of Government intermediate products be made 
by the direct classification of government expenditures. Final 
services are to be those which satisfy all of the following criteria : 
services rendered directly to individuals; services which may be 
accepted or not as the individual chooses ; and services which have 
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a widespread counterpart on the private market. In addition, 
government capital formation is included among final products, 

These proposals significantly change the scope of the national 
product as formerly measured by Professor Kuznets. It will be 
recalled that he used taxes paid by individuals as the appropriate 
measure of government final output, apart from government 
capital formation. This method, he says with some justice, was a 
compromise dictated by inadequate statistical data. However, 
the broadening of the concept of intermediate products, usually 
limited to goods used in the production process, to include the bulk 
of legislative, administrative, national defence and judicial services 
is a fundamental change. He does this on the grounds that these 
activities “‘ are designed to preserve and maintain the basic social 
framework and are thus a species of repair and maintenance which 
cannot in and of itself produce net economic returns.” 

One can readily sympathise with the feelings that lead Pro- 
fessor Kuznets to these conclusions, interested as he is in the long- 
term trend of the national product. He has said in oral debate 
that he just does not want to consider the large relative increase of 
government in recent decades as a contribution to social product. 
But that is a long way from proving that a quantitive ethics is 
possible or that a measure of the national product divorced from 
the idea of final purchases is meaningful. 

The two final papers, contributed by W. B. Reddaway and 
J. B. D. Derksen, are concerned with the measurement of changes 
in the real national product. Mr. Reddaway provides the con- 
ceptual background for the estimates of the United Kingdom real 
gross product that have appeared in the London and Cambridge 
Economic Service. Though most of the problems are not new, he 
manages to look at them with fresh insight and to discuss them 
with his usual clarity. 

The novelties in his procedure come in the treatment of 
government. One must agree that, in measuring real output, 
direct government services to enterprises should be considered as 
inputs to the industries using them. But when he argues that 
“ the rationing and price control departments may be regarded as 
helping the relevant sectors of the distributive trades to distribute 
goods in an acceptable way ” and hence are a service to enter- 
prises, he seems to me to be carrying the process too far. The fact 
that society is willing to use resources to get goods distributed in 
“an acceptable way ” must be taken to mean that society is 
getting something besides its customary distribution. And that 
‘‘ something ’’ must be put into the real national product. If the 
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idea of government services to enterprises is not restricted to 
activities which reduce business costs for a given output (unless 
they are just waste), then there is no logical limit to the imputation 
of such government services. 

Another novelty is in the treatment of certain general govern- 
ment services, such as the Armed Forces. Mr. Reddaway con- 
cludes that these must be included in the national product, but he 
puts them in a special category of “ regrettable necessities.” Ido 
not really object to this, as it seems to me a harmless kind of 
noralising, but I do wonder how Mr. Reddaway would classify 
the enemy’s Armed Forces. 

Mr. Derksen’s paper provides a critical international survey of 
the methods currently used to arrive at measures of real national 
product. In view of the crudeness of the methods used, he offers 
some proposals for standardising methods which would do much 
to improve the results and make them more comparable. 

O.E.E.C., MILTON GILBERT 


Paris. 


The British Banking Mechanism. By W. Mannina Dacery. 
(London : Hutchinson’s University Library, 1951. Pp. 203. 
8s. 6d.) 

Goop elementary books on the principles of operation of the 
British banking system are unfortunately rare; Mr. Dacey has 
come very close to making an outstanding contribution to their 
number. As a text-book for “ the student or the intelligent lay- 
man ’’ mentioned on the dust-jacket, The British Banking Mechan- 
ism suffers from over-compression, and from a tendency to assume 
more technical and historical knowledge than the beginner is likely 
to possess. On the other hand, the detailed exposition of many 
matters often dealt with too briefly, and the author’s readiness 
to illustrate his argument by statistical tables or charts, make it a 
rewarding book for anyone who already knows something of the 
subject. One wishes, indeed, both that Mr. Dacey had had more 
space in which to write, and that he had employed it on the difficult 
rather than the elementary aspects of the subject. It must be 
admitted, however, that he is at his best when dealing with the 
monetary side of the banking system—bank deposits and liquidity 
tules, Bank of England technique, the Equalisation Account and 
Treasury debt operations; he is less sure-handed when dealing 
with the discount market and monetary policy. 

The book begins with a discussion of the credit pyramid. 


This has the dual advantages of demonstrating very —— the 
No. 246—voL. Lx1l. 
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interconnectedness of the banking system, and bringing out the 
disturbances to the money supply which may arise from variations 
in the demand for notes or in the amount of public deposits, 
Considerations of these disturbances leads to a chapter on “ credit 
policy ’’—the technique of offsetting random and seasonal fluctua- 
tions in the money supply—a subject which the student is too 
often left to infer from more general analyses of monetary policy, 
One of the virtues of Mr. Dacey’s book, in fact, is the attention he 
pays to the mechanics of day-to-day operations, and particularly 
to the complications which arise from the division of the Bank 
of England into two departments. 

Mr. Dacey then turns to the discount market. While he gives 
a good account of the nature of bill business, he does not show as 
clearly as he might the place of the discount market in the system; 
and his chapter on “ Phases in Discount Market Evolution ” is 
rather weak on war and post-war developments. In particular, 
there is no mention of the connection between war-time cheap 
money and the Dalton experiment on the one hand, and the official 
recognition of the market’s short bond business on the other, the 
latter being exclusively associated with the problem of financing 
industrial reconversion. 

The section on the discount market is completed by a useful 
chapter on “ tap ” and “ tender ” bills, which deals among other 
things with the technique of departmental support of gilt-edged. 
This is followed by a modern discussion of bank liquidity, and a 
description of the pre-war structure of bank assets. The latter 
contains a rather peculiar argument (p. 97) in which the author 
implicitly assumes that the demand for advances is completely 
interest-inelastic; it also presents some statistical evidence against 
the alleged firmness of the 30% liquidity rule in the 1930s. The 
book then returns to monetary mechanics with two very good 
chapters on the Equalisation Account’s techniques of insulation 
and the limits thereto arising from the fact that the authorities 
do not control the supply of all types of assets, and on the tech- 
nique of the Issue Department under the 1939 Act. 

The next four chapters deal with monetary policy, beginning 
with an intelligent but rather inconclusive chapter on bank rate, 
the main conclusion of which is that bank rate will work effectively 
if the public trusts the authorities’ judgment and the authorities 
nip the booms in the bud. In the course of the argument bank- 
rate theory is reduced to its essential tautology : “‘ If we define ‘a 
rise in the rate of interest ’ to mean a rise in interest rates relatively 
to the general level of profit expectations, then we are entitled to 
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say that (such) a rise in interest rates will always depress activity, 
and conversely ” (p. 143). The next two chapters largely follow 
the history of cheap money in the thirties and the war; with 
reference to the latter the author makes the memorable remark 
that ‘‘ the problem of war finance . . . is essentially that of defeat- 
ing the multiplier” (p. 158). The next chapter, on “ Ultra-Cheap 
Money,” is more theoretical and more confused.” Mr. Dacey 
argues that such a policy in post-war conditions is highly infla- 
tionary because it makes security holdings more liquid: no proof 
is provided that greater liquidity is significantly inflationary, nor 
are the inflationary effects mediated through interest rates ex- 
plored. There is, however, a great deal about the capital losses 
and wounded feelings of those who bought 24% Treasury Stock, 
and a suggestion (p. 180) that gilt-edged rates should not be forced 
down even in a depression, because investors will be disappointed 
when rates rise later on. This should be read in conjunction with 
the author’s earlier demonstration (p. 139) of the disruptive effect 
of stable gilt-edged rates; it is also, perhaps, an indication of the 
fixed-price mentality of the English banks. 

The book concludes with an analysis of the post-war assets 
structure of the joint-stock banks, which contains some useful 
material on the Treasury Deposit Receipt system anc the qualita- 
tive control of advances. There are a number of topics which 
might well have been included: one would like to know, for 
example, why the qualitative control of advances was such a 
manifest failure, and what evidence the author has for his assertion 
(p. 7) that “ given a sensible policy, the existing machinery will 
always produce sensible results.’”” On the whole, however, this is 
a very good book, somewhat too difficult for the uninformed 
reader, but compensating for this by its detailed analysis of mone- 
tary mechanics. Hutchinson’s University Library is to be con- 
gratulated on its choice of an author for this complicated subject. 

Harry G. JOHNSON 

King’s College, 

Cambridge. 


Federal Reserve Policy Making. By G. L. Bacu. (New York: 
A. A. Knopf, 1950. Pp. xi + 282. $3.00.) 


THE purposes of Professor Bach’s volume are to study the 
processes leading to the formation of monetary and banking policy 
by the Federal Reserve system, and to analyse the effects of 
the policies of the last twenty-five years. The book is based on a 
report to the Hoover Commission. 
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The subject-matter is presented in four parts: Federal 
Reserve organisation and responsibility ; internal policy-making; 
external influences on policy-making; lessons. The first part 
gives a short review of the development of the Federal Reserve 
system since 1913, to which is added a chapter on the more 
recent role of monetary policy. British students of money and 
banking are familiar with this material. The second part, how- 
ever, provides new information about the actual processes leading 
to policy. The chapters on the technique and conduct of open- 
market operations and the post-war growth of direct lending are 
particularly useful. Direct lending—for example, to foreign 
countries, veterans, agriculture and housing—grew so much in 
earlier post-war years as to overshadow the more usual types of 
monetary policy, and Professor Bach shows that such lending 
contributed significantly to inflation. 

The third part of the book opens up one of its main themes, 
namely, the impact upon the autonomy of the Federal Reserve 
system of the policies pursued by the Treasury and by other 
governmental agencies—such as the Bureau of the Budget, the 
National Advisory Council on International Monetary and 
Financial Problems, the Veterans’ Administration and _ the 
Department of Agriculture. Professor Bach shows that from the 
thirties onwards the Treasury gathered to itself greater power 
because of the increasing substitution of fiscal policy for monetary 
policy. And the recent war intensified Treasury influence. The 
result was to invest the Treasury with post-war powers in the 
monetary field greater than were foreseen in the banking acts of 
the thirties. The most important are its power to affect com- 
mercial bank reserves by altering its large balances with the 
Reserve banks, by its manipulation of considerable trust funds, 
by the working of the Exchange Stabilisation Fund and its power 
to modify commercial bank investments by altering the volume 
and kinds of government securities. Operated conjointly, these 
can largely negate the influence exerted by the Federal Reserve. 
In addition, that influence has been significantly reduced by the 
independent operations of other governmental agencies. 

In the fourth part the issues raised by such developments are 
closely analysed. The pivotal one is the divergence between 
Treasury and Federal Reserve policies. Until recently (with 
minor modifications, as in the recession of 1949) the Treasury's 
policy of maintaining a low interest rate prevailed. The Treasury 
justified this by the need to maintain confidence in the govern- 
ment’s credit, the advantages of low debt charges (America’s 
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national debt was swollen sevenfold during the war) and its doubt 
about the efficacy of higher interest rates in controlling inflation. 
Since Professor Bach’s book was published, however, there 
occurred—early in 1951—an open conflict. The result of this 
was to win acceptance for the Federal Reserve’s view that interest 
rates on government securities should be allowed to rise. The 
controversy has forced consideration of the problem as to whether 
the Treasury or the Federal Reserve should control monetary 
policy. In addressing himself to this, Professor Bach examines 
the view that the Treasury itself should act as the central bank. 
He rejects this—chiefly on the ground that Treasuries have an 
inherent inflationary bias. Of other possible solutions he prefers 
that the Treasury and’ the Federal Reserve should have equal 
status on a National Monetary Council, with the proviso that the 
Federal Reserve should regain its lost independence. 

To establish such a super-controlling body, given the American 
institutional and administrative milieu, may be the only feasible 
solution. But is not the basic problem the lack of agreement 
about the exact roles of fiscal and monetary policy? If so, no 
administrative re-arrangement will suffice. What is needed is 
deeper study to reconcile the parts that could and should be 
played by the opposing policies. Professor Bach has made an 
original and illuminating contribution on the empirical side; but 
his concern has been with the processes underlying policy rather 
than with the policies themselves. Further work is needed to 
show how far monetary policy may aid fiscal policy to avoid the 
over-full employment, the inflationary surge and the balance-of- 
payments difficulties which fiscal policy, not so aided, has fostered 
during post-war times. If that task can be accomplished, it is 
not unlikely that the problem so ably propounded by Professor 
Bach will be overcome—the central bank will re-establish its 
autonomy in the monetary sphere. 

JOSEPH SYKES 

University College, 

Exeter. 


Die Beurteilung konkreter wirtschaftspolitischer Probleme. By 
W.A.J6uR. (Berne: A. Francke, 1947. Pp. 62. S.fr. 450.) 


Tuts little booklet which may be described as being about the 
technique of applied economics, isa gem. (The title in translation 
means “The Judgment of Concrete Problems of Economic 
Policy.”) It should be of intriguing interest to any economist 
whose job it is, or was, or will be, to give advice to politicians, 
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businessmen or other “ applicants” of economics. Again and 
again, the economist thus employed will find himself underscoring 
points in this book and find himself remembering illustrations to 
the general points made by the author. 

The book might well be called ‘‘ How to Influence People, and 
Maintain One’s Sanity and Integrity : An Economist’s Guide.” 
In its short compass this book manages to touch—and invariably 
say something worthwhile—on such problems as the importance 
of instinct and judgment; the importance of good definitions; 
proper limitation of argument and analysis to the objective in 
hand; the importance of not taking too much and not taking too 
little for granted; on how to deal with vague or contradictory 
objectives set by the economist’s employers; the importance of 
taking into account subsidiary effects of recommended measures; 
the importance of drawing policy conclusions from one’s analysis 
and not leaving one’s employers dangling in mid-air; on how to 
weigh advantages and disadvantages of given measures (on this 
point the author develops a kind of theory of “ ordinal com- 
parison ’’); on how to assess the margin of error of judgments; 
on the importance of realising administrative or practical 
difficulties of execution (but of not letting them affect one’s 
analysis); on how to win over public opinion; on how to assess 
expectations; on the value of impressive, even though vague, 
slogans, etc., etc. 

I hope this list will make the reader’s mouth water enough to read 
this little book himself. May one also hope, in view of the universal 
interest of the subject, that this book may find an English translator! 

If this book has any weaknesses, apart from its extreme brevity 
which prevents interesting hints from being more fully worked 
out, it is perhaps that it seems to be written mainly from the 
point of view of a single well-known economist who is called in by 
the government to write a single memorandum of opinion on 4 
single proposed measure, his terms of reference being more or less 
of the “‘ yes or no”’ type. In some respects, the problems of the 
economist working continuously as a member of a team on 4 
continuous series of research projects, containing a mixture of 
analyses of situations and recommendations of measures, are rather 
different from those described in the book. The problems of 
collective research, of the “‘ pressing deadline ”’ and of the “ exces- 
sive time discount ” (that is, the tendency to give excessive weight 
to what has happened just at the moment when a report has to be 
written), all these are very serious problems for the applied 
economist engaged in the second type of work. They are not 
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discussed in the book. However, we can hardly blame the author 
for writing from what is presumably his own experience. It is up 
to the other group to supplement his book by dealing with their 
own problems. 

Another type of work which has problems of its own is work in 
a field in which factual information, both statistical and qualita- 
tive, is absent or unreliable and where little theoretical research‘ 
has been done. In such cases it is even more important than the 
author already indicates in his statements, to make up one’s own 
theories as one goes along, and to exercise judgment on the value 
of information. Furthermore, the importance of discussion and 
direct visual impressions—also stressed by the author—assumes 
even greater proportions. 

Dr. Jéhr states in the beginning of his book that during the 
last twenty years applied economics (or the judgment of concrete 
problems of economic policy) has not kept step with the develop- 
ment of pure theory. At first sight one feels inclined to deny this 
proposition, at least for Britain. Surely, the war has given 
economists unprecedented experience in exactly the type of work 
with which this book deals? At the end of the book, however, 
this reviewer at least wondered whether the author is not right 
after all. The technique of applied economics remains a very 
difficult field, in spite of war experience. 

An interesting point emerges from the author’s preface. 
According to him, some economists might do instinctively the 
right thing on the actual job, but might get frightened and uncer- 
tain of themselves when they realise all they are doing and all that 
is necessary. If that is true, perhaps it is not a good thing to 
describe the lessons of past experience in advice given by econo- 
mists, since it would only confuse future generations—Professor 
Hancock and Mr. Chester, please note ! 

Interesting points of ethics also emerge. The author declares 
that it would be unethical for a ‘‘ British neo-liberal ” to advise a 
Labour government about nationalisation measures, but that it 
would not be unethical for an American economist who is a 
Socialist to work out measures for the improvement of the 
capitalist system in the United States. The reason given for this 
distinction is that private enterprise in England is a real possi- 
bility, whereas socialism in the United States is merely an academic 
hypothesis. 

H. W. SINGER 

United Nations, 

New York City. 
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Kapitalexport und zwischenstaatliche Warenbewegungen. By 
Jurc J. ScHwentTer. (Berne: A. Francke, 1945, 
Pp. viii + 90.) 

Tuts Swiss study on ‘‘ Capital Exports and International Trade 
in Commodities ” is somewhat more limited in scope than the title 
may suggest. In the first place, capital export is accepted as a 
datum, and there is no discussion of its causes or different forms, 
In the second place the discussion is limited to purely economic 
capital exports, and there is no discussion of grants-in-aid or 
“ compensatory official financing.” Both these limitations are 
explicitly made by the author. Even within these limitations, 
the study can hardly be considered as a pioneering job, but it does 
contain and bring out some points of more general interest. 
In its general theoretical approach it is squarely based on the 
Scandinavian (Ohlin-Iversen—Nurkse) analysis. 

Perhaps the most interesting thing about the study is that it 
illustrates a dilemma common to much of the recent literature on 
the subject. The mechanism of capital transfer described, as 
well as the mechanism of repayment, is implicitly, and in a few 
places explicitly, based on the assumption of private capital 
exports. However, private capital exports are now very largely 
in the form of “direct investment,” that is to say setting 
up of branch factories, oil wells and other productive plant 
abroad. In the case of such direct investment, however, the 
transfer mechanisms and economic consequences are quite 
different, and much of what is said on the real transfer problem 
connected with private capital exports has to be modified in 
substance as well as in form. 

On the other hand, the kind of capital exports and the type of 
transaction implied in the book are now very largely public capital 
export. In the case of public capital export, however, both the 
motivation and the mechanism are again so different as to make 
much of the discussion in this book inapplicable to the real world. 

In the real world what matters is public capital export on the 
one hand and direct private investment on the other hand. The 
preoccupation (implied or explicit) with private financial invest- 
ment is a good illustration of the “ institutional time lag.” May! 
repeat, however, that this study is by no means alone in theorising 
for an imaginary rather than the real world. 

One would also wish to criticise the author’s views about invest- 
ment in under-developed countries. His very definition of what 
he calls ‘“ half-capitalistic countries’ is doubtful. He assumes 
that these countries are defined, among other things, by a state of 
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lative autarky. This is by no means true. It can be shown 
that if under-developed countries are compared with more 
developed countries of similar size, their foreign trade is, if any- 
thing, higher in relation to their national income. Absolutely 
speaking, it remains, of course, true that their foreign trade is 
smaller than that of developed countries. This erroneous im- 
pression of under-developed countries seems to have considerable 
effect on the author’s arguments. Furthermore, his discussion 
of the effects of capital inflows into under-developed countries 
suffers from an exaggerated idea of elasticity of supply in them, as 
wellas of the elaborateness of fiscal and monetary policies possible 
in under-developed countries. 

Against these criticisms—and others which could be made— 
one could set at least two major merits of this book. First, it 
brings out very clearly that in given circumstances the kind of 
capital export which the author assumes—and we must not forget 
that it may become real again in the future, even though it is not 
real now—may quite possibly lead to reduced imports by the 
capital-exporting country, even during the stage of transfer 
itself, and thus need not necessarily result in a net increase in 
dollar supplies (in the case of capital exports from the United 
States). The second merit may be seen in the demonstration 
that it is difficult to arrive at a priori conclusions on the effect of 
economic development of under-developed countries on the trade 
of the presently industrialised countries, and that a good deal 
depends on the particular course of economic development (in 
particular, on the time sequences and degree of industrialisation). 
In the end, in such matters one has more to rely on some general 
optimism that an increase in real incomes everywhere cannot in 
the long run fail to benefit the more developed countries, rather 
than on specific demonstrations of the direct advantages of 
economic development of under-developed countries. 


United Nations, =. W. Sepeae 


New York City. 


Finances Publiques et Redistribution des Revenus. By HuBERT 
BrocuieR. Cahiers de la Fondation Nationale des Sciences 
Politiques 15. (Paris: Armand Colin, 1950. Pp. xx + 153.) 

Taxes, Public Debt and Transfer Incomes. By Donaup C. MILLER. 
(Urbana: University of Illinois Press, 1950. Pp. xi + 153. 
$3.00. Cloth.) 

Wiru the provision of comprehensive official statistics of the 
public finances of many countries, the allocation of the tax burden 
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to different income groups has become a favourite study. Sucha 
study gives added significance to the traditional analysis of the 
theory of the shifting and incidence of taxation, but it is incomplete 
unless it comprehends government expenditure as well. With 
recent interest in redistribution of income both as a method of 
implementing social policy and as a means of maintaining effec. 
tive demand, some assessment of the incidence of expenditure ag 
well as of taxes is obviously essential. 

Both these studies provide examples of the technique found in 
the pioneer work of Dr. Barna in this field; in fact M. Brochier 
attempts to follow out Barna’s methods for France. Dr. Miller's 
study considers the redistributive effects of public debt in the 
United States, and is thus more restricted in scope. 

Let us state M. Brochier’s conclusion first. He finds that in 
1938 and 1946, despite elaborate social security provisions, the 
lower income groups in France paid more in taxes than they 
actually received in benefits from the State. M. Brochier ascribes 
this to the fact that the pyramid of incomes was shaped like an 
inverted T, to the importance of indirect taxation and to the 
general inefficacy of the fiscal system in regard to tax evasion. 
Professor Marchal, in his long preface to the work, draws the 
conclusion from this that one of the classic Keynesian remedies 
for unemployment would thus be impossible to execute within 
the framework of the present institutional structure of France. 

One must be wary in going this far with author and sponsor. 
First of all, M. Brochier freely admits that the paucity of official 
statistics leads him to make one or two rather drastic assumptions 
about the distribution of personal incomes. For instance, he has 
no figures at his disposal recording the number of salaried incomes 
below 5,000 fr. in 1938 and 40,000 fr. in 1946. He adopts the 
expedient of doubling the total number of income recipients in the 
categories below these totals and, having divided these additional 
incomes into their appropriate income category, he multiplies 
them by the average income of that category! Now this may be 
intelligent guesswork, but M. Brochier produces no supporting 
evidence to justify his procedure, and it is clear that, in view of his 
conclusions, this assumption is a vital one. M. Marchal’s separate 
conclusion (to which M. Brochier cannot be committed) neglects 
the fact that in this study we are concerned only with redistribu- 
tion through public finance. There are other important ways in 
which the state can redistribute income in order to conform 
with the policies suggested by Keynesian analysis such as rent 
control, minimum-wage policy and price support for agriculture; 
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and these forms of income redistribution, especially the first of 
them, are important in France. 

Dr. Miller attempts to assess the effect of the distribution of 
the public debt of the United States on the flow of incomes, and his 
study is prompted by the oft-repeated assertion that the debt has a 
deflationary effect in the American economy. Choosing the year 
1945, he first of all calculates the burden of taxation for different 
income groups and he allocates interest payments on public debt 
inasimilarmanner. Assuming that 7% of all taxes go in payment 
of debt interest, he concludes that, even on the basis of alternative 
assumptions about the incidence of certain important taxes, 
particularly social-security taxes, the progressivity of the tax 
and public-debt structure was much the same, and thus the re- 
distributory effect was negligible. 

There is no doubt that Dr. Miller’s less ambitious study is a 
good deal more persuasive than that of M. Brochier. However, 
even with the deluge of data poured forth from the United States 
Treasury and the ready co-operation of public officials, Dr. Miller 
has had his troubles too. Consider the problem of imputing 
interest receipts derived from holdings of public debt by com- 
mercial banks. Dr. Miller has first of all to impute the receipts to 
time and demand depositors and to bank stockholders. This is 
done rather roughly according to the likely increase in charges to 
depositors and the reduction in stockholders’ income were the 
banks not to derive income from holdings of public debt. But 
then Dr. Miller has to distribute these three amounts among 
different income categories! This has to be done on the basis of 
information about the distribution of all stocks and shares. 

There is no doubt that these studies indicate that the applica- 
tion of the theory of incidence over the whole range of taxes and 
expenditure may produce unexpected results which policy-makers 
will have to consider seriously, but the day when they can be used 
with precision in the assessment of quantitative changes in income 
flows has yet to come. 

Atan T. PEACOCK 


London School of Economics. 


Social Surveys and Social Action. By Marx Asrams. (London : 
William Heinemann, 1951. Pp. 153. 8s. 6d.) 


Tue author of this little book is well qualified to write on his 
subject, particularly on the less orthodox types of social survey, 
defining as orthodox the type developed in this country by Booth, 
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Rowntree and Bowley. Not that he has ignored the latter, 
Two short chapters are devoted to these pioneers, preceded by 
another in which he skilfully pictures the prevailing attitude to 
social conditions of the divines, economists, philosophers and self. 
made men of the day which was the background to the first 
classical social survey. 

But the chief value of the book will be found in the subsequent 
chapters, where the author proceeds to describe what is less 
familiar : the adaptation of survey technique to market research 
and to factual and opinion research in the field of social science, 
Among other matters election forecasting is discussed, and 
reasons are advanced for the failure of the Gallup and other 
organisations to predict correctly the result of the American 
Presidential election in 1948 which obtained such notoriety. All 
the newer developments of survey technique do not get equal 
praise from the author, judged as serious contributions to social 
research. He is critical of the methods adopted by Mass Observa- 
tion both in the collection and the analysis of data, while admitting 
that their reports have made a wide public appeal because they 
have frequently dealt with novel subjects and ‘“ the actual words 
of real people ” are freely quoted. 

Exploration of these new fields of inquiry began in this country 
between the two World Wars, and the author has taken a leading 
part in them, first as manager of the Market Research Depart- 
ment of the London Press Exchange and afterwards as managing 
director of Research Services, Lid. But he discusses with scrupu- 
lous fairness the weaknesses as well as the advantages of the 
methods of surveying commonly used in these new fields, and the 
reader need not be afraid of being led astray by any prejudice, for 
instance, in favour of ‘‘ quota sampling ” as compared with the 
strictly random sampling favoured by the mathematical purist. 
It is of interest to note in this connection that the Government 
Social Survey, which at one time based its investigations on both 
types of sampling, has now “ abandoned quota sampling entirely 
and its statisticians have developed methods of probability 
sampling to a point where they have begun to influence the 
techniques of their commercial colleagues.” 

Less space is given to an account of the Government Social 
Survey than its importance warrants. In the writer’s view it is 
without question the most valuable instrument the Government 
possesses for conducting social research. It has been responsible 
for carrying out a very large number of important investigations, 
called for by one Government Department or another, and it 
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has now become almost indispensable for efficient public 
administration. 

In recent years the United States has led the way in the 
application of survey technique to research into many aspects of 
social life, and the author includes a short but useful chapter on 
the likenesses and differences in the British and American approach 
tosuch matters. He brings out clearly also the potential value 
of the survey method in the Welfare State, which depends so 
much for its success upon the shedding of fresh light on the 
essential factors in “‘the planning and building of physical 
environmental conditions ’’ if we are to achieve the maximum 
human welfare. As examples of recent surveys having an impor- 
tant influence upon public action, are cited the attempts in 1948 
to discover how best to deal with a seriously overcrowded popula- 
tion in the borough of Holborn and with a squalidly housed 
mining community in the Easington Rural District of County 
Durham. Conditions in Easington were a subject of immediate 
concern to those responsible for one of the projected new towns, 
Peterlee. Such varied prospects of useful research opening out to 
young students of social science these days should indeed be 
exciting. 

D. Carapoe JONES 

Finchingfield, 

Essex. 


Grundfragen der Okonometrie. By WiLHELM WINKLER. (Wien: 
Springer Verlag, 1951. Pp. 220 + xiii.) 


EcoNOMETRICS is a branch of economics that has charmed 
both able minds and others. In the score of years that has passed 
since the foundation of the Econometric Society much has been 
written in this field—and even more has been re-written. But the 
subject is a difficult one, and it may be doubted whether there is a 
yet a consensus of opinion on the extent of econometric results 
which the student may take as accepted doctrine. This makes 
the writing of a text-book on econometrics a hazardous task. 

In the present book on Fundamental Problems of Econometrics 
Dr. Winkler shows that he sits in the circle of the charmed, and 
his keenness to transmit the charm to his disciples is apparent 
throughout. The book is intended as an introduction to econo- 
metrics for German-speaking students, and, as the author states 
in the preface, it is based on Professor Davis’s text-book on The 
Theory of Econometrics first published over ten years ago in 
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America. Despite the innovations of the author, this is a dig. 
advantage from which the current work never recovers. In 
particular, there is no reference to the large amount of important 
work that has been done during and since the war in, for example, 
the fields of demand analysis, input-output relationships and 
social accounting. Examination of the index, however, revealeda 
reference to Hitler, A. 

Considerable emphasis is rightly laid in the text on the 
generally neglected question of the form of the relationship used 
in regression analysis of econometric data, and he orders the 
discussion in the book according to whether the relationship is 
hyperbolic, exponential, or cyclical. There is, however, no clear 
appreciation that at the present stage of econometric science it is 
inappropriate to regard any regression form as giving anything but 
an approximation to the true relationship, and, indeed, con- 
siderable experimentation is necessary before it can be decided 
which form is most appropriate for any particular problem. 

A serious defect of the work which the reader soon notices is 
the quite spurious degree of accuracy attached to many of the 
quoted calculations. Regression coefficients are given to six 
significant figures, but, remarkably enough, without any mention 
of confidence regions or standard errors. Again, the book opens 
with a discussion of the measurement of utility which reaches its 
climax in an attempt to derive the marginal utility of money from 
figures of donations for the erection of a Viennese church steeple. 

It may be hoped that this work will encourage the German- 
speaking student to read more econometrics in English. 

S. J. Prals 

Department of Applied Economics, 

University of Cambridge. 


This Unsuccessful Age. By WattER Eucken. With an intro- 
duction by Joun JEwKES. (London: William Hodge, 1951. 
Pp. 96. 10s.) 


WITHIN the small compass of seventy pages—for very nearly 
thirty pages of the booklet are taken up by a critical appreciation 
by Professor Jewkes—the late Walter Eucken has managed to 
make a most impressive contribution to present-day economics. 
He did not set up a model on which he could exercise his dialectic 
skill, but used his unrivalled knowledge of Germany to deal in five 
short chapters (‘Ideas and Experiments,” ‘ Inevitability of 
Development,” ‘The Social Problem, Social Policy and Full 
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Employment,” ‘‘ Monetary Policy and its Consequences,” 
“Developments of Economic Thought”) with the impact of 
policies and theories on a living body politic. 

Germany is indeed an almost ideal object for studying plan- 
ning, inflation and full employment. The disequilibria occurring 
there were exceptional, the result of two world wars, two revolu- 
tions and two peace treaties which deliberately attempted to alter 
the structure of the country. Theories derived from such experi- 
ences must be “ particular ’’ rather than “ general,’”’ and therefore 
better guides for dealing with the problems of “ This Unsuccessful 
Age ” than those deduced from a normal state of affairs. Eucken 
points out that the demise of competition is not the result of 
inexorable economic forces, but of profit-hungry human volition, 
which, duplicating its economic power by political pressure, 
established monopolies; conditions favouring monopoly can be 
brought about even better by inflation than by cartels. For whether 
controlled or not, inflation must generate shortages, since additional 
purchasing power always runs ahead of purchasable goods ; it is not 
embodied in existing incomes, it is manufactured in order to provide 
incomes. These shortages make physical controls inevitable, which 


‘in their turn perpetuate shortages. In a balanced economy the 


suction power of money and credit conducts a stream of goods out 
of the production process; in the course of inflation this power 
rapidly declines, until finally it cannot even draw goods from shop 
shelves into circulation. In the earlier stages credits can put 
unemployed labour to work on idle machinery and available raw 
materials. But when inflation-fed full employment has estab- 
lished a labour monopoly market, high costs of production will 
curtail exports needed for purchasing abroad raw materials and 
foodstuffs. Full employment may thus lead to empty larders. 
The security which full employment apparently gives to the 
individual may be paid for not only by his loss of personal liberty, 
but also by economic insecurity of the nation. 

Eucken has shown the close interdependence of monopoly, 
inflation, planning and full-employment policies. He has tested 
them by the classic method of deducing theories from facts, not 
from an ad hoc constructed phantom. Professor Jewkes, while 
generously appreciating Eucken’s work, has qualified some of his 
findings. It is impossible within a limited space, rightly reserved 
for Eucken, to do more than to hint at his contribution. 

M. J. Bonn 

London. 
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The British Co-operative Movement in a Socialist Society. By 
G. D. H. Coz. (London: Allen and Unwin, 1951. Pp. 168. 
12s. 6d.) 






























Tuts work consists of three main currents of discussion, carried 
on at somewhat different levels, but for the most part flowing side 
by side. The first is Professor Cole’s analysis of the efficiency, both 
as an economic and a social organisation, of Consumer’s Co-opera- 
tion in Britain, and of its capacity for expansion as now organised. 
This is sympathetic, penetrating and in some passages almost 
devastating. There is very little of it with which the student of 
co-operation would disagree, except that it is possible that the 
author underestimates the influence, direct and indirect, which 
employees are in a position to exercise over management com- 
mittees in some societies. More perhaps might also have been 
said of the manner in which an accepted dividend policy, by 
preventing the pursuit of marginal business for fear of lessening 
the average rate of surplus, limits the rate of expansion of the 
more conservative societies. But, on balance, this is the most 
stimulating and kindly piece of criticism which co-operators have 
seen for many years. 

The second is Professor Cole’s suggestions for the ‘‘ mutualisa- 
tion” of large-scale retail trade. He proposes that the larger 
types of privately owned retail business (with the exception of the 
“* Marks and Spencer ” type, which he considers, rightly, needs a 
large retail organisation to secure manufacturing economies) 
should be purchased by the state and reorganised along co-opera- 
tive lines by placing control, gradually, in the hands of such 
consumers as allowed their dividends to remain as share capital. 
Small-scale retailing, especially that serving rural areas or 
specialised needs, should, it is proposed, remain in private hands. 
It would be grossly unfair to compare these proposals with the 
proceedings of the four Boy Scouts, who had to combine to do 
their daily good deed of helping an old lady across a road—because 
she did not want to go! Professor Cole writes on the assumption 
that the general temper of British society is turning away from 
competitive capitalism and towards some form of economic 
democracy, collectivist in structure, but with the maximum 
diffusion of authority. Within such a framework, with consumers 
seeking for an alternative to capitalist retailers, but unwilling to 
accept the existing consumers’ co-operative societies even as 
altered by any changes due to forces now detectable within them, 
he seeks an alternative. The usefulness of the proposals depends 
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therefore upon the correctness of this assumption, and also upon 
the author’s estimate of the strength of the forces obstructing 
progress within co-operation. If, indeed, such a change of 
temper, widespread and constructive as well as critical, is to 
come about, it might perhaps show its first signs within the co- 
operative movement, and transform it. The need for change and 
for reorganisation is set out clearly and trenchantly in the opening 
chapters. 

The third theme of the book is Professor Cole’s view of the 
nature of the socialist society towards which he wants to move ; 
to quote, ‘‘ certainly not any kind of society in which all economic 
activities will have passed into the hands of the state, but rather 
the kind of structure that might be reached at the end of a genera- 
tion of socialistic development under a series of governments 
democratically responsible to the electorate and setting out to 
work with rather than against the grain of the British democratic 
tradition. From Chapter V and again from Chapter X, a fairly 
clear picture emerges of a society with ownership equalised to a 
great extent by death duties, with little more nationalised industry 
than at present, with general planning powers related to invest- 
ment and the prevention of monopoly in the hands of the state, 
and with development boards guiding the operation of un- 
nationalised industry. But the guidance which the author pro- 
poses is loose and elastic, designed “‘ not to create uniformity or 
centralise control, but to promote efficiency and co-ordinated 
effort to meet the consumers’ demands with the miminum of 
control . . . room is to be left effectively open for the starting 
of new businesses of a pioneering sort, or indeed to meet the wishes 
of those who can do better and happier work in small than in large 
organisations.” The re-statement of socialism in terms of the 
qualification rather than the transfer of ownership is carried an 
effective step further. 

H. Smitx 
Ruskin College, 
Oxford. 


Agrarian Socialism : The Co-operative Commonwealth Federation 
in Saskatchewan. A Study in Political Sociology. By S. M. 
Lieset. University of California Press (London : Cambridge 
University Press), 1950. Pp. xvii + 315. 37s. 6d.) 


TuIs monograph on agrarian socialism in Saskatchewan proves 
to be one of those rare incandescent studies of a specific problem 


which illuminate a wide field of human society. Its author, who 
No. 246—VoL. LxII. DD 
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is a professional sociologist, has succeeded in treating the story of 
the Co-operative Commonwealth Federation in Saskatchewan, not 
simply as an essay in recent Canadian provincial history, but as a 
study of the way in which a society evolves a political party. He 
has selected his subject because it is specific enough to be isolated 
for an exacting field study in political sociology. 

The farming community which comprises the Province of 
Saskatchewan is sufficiently homogeneous for the number of 
variables in its political motivation to be limited and controllable, 
Saskatchewan was settled comparatively recently and on a home- 
stead basis; it depends almost entirely for its livelihood on wheat 
farming. These two facts have ensured a simple community 
pattern with hardly perceptible economic class divisions and with 
a single common interest in maintaining the price of wheat and in 
withstanding the monopolistic practices of eastern middlemen. 
This provides a perfect set-up for an investigation which reveals 
both the nature of agrarian socialism and the ways in which a 
society deploys itself for political action. The fact that this 
agrarian movement goes back no farther than fifty years means 
that statistics are available for a full quantitative analysis. The 
author’s sociological training gives him a disciplined approach to 
his problem; but at the same time he does not allow theory to 
obtrude unduly upon the intrinsic analysis of his subject matter. 
Theory and statistics are combined judiciously with first-class 
reporting based upon extensive residence and knowledge of 
political personalities. 

The importance of the study for American historians can hardly 
be over-emphasised. Here is an exhaustive case history of an 
agrarian movement which is only the latest of a long line of similar 
movements going back to the original settlement of the Great 
Plains of the United States, movements which historians have 
hitherto had to handle with much more sketchy equipment. 
Saskatchewan is only the most recent of successive post-frontier 
societies which, as the frontier of settlement moved west and 
north, have had to face the same monotonous problems of drought, 
one-crop culture and monopoly controls. The C.C.F. has a 
distinguished lineage going back to the Populists and beyond to 
the Grange and the Greenback Party. It has the closest kinship to 
neighbouring contemporary movements like the Non-Partisan 
League of North Dakota and the Farmer—Labor Party of Minne- 
sota. The isolation of the archetypal pattern in Saskatchewan 
should provide clues to a re-assessment of these other movements, 
past and present, which in the United States have been com- 
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plicated by external factors, as for example in Minnesota, where 
mining, timber and urban manufacturing interests have blunted 
the edge of the agrarian crusade. The success of the C.C.F. in 
capturing the Government of Saskatchewan in 1944 and in extend- 
ing its far-reaching system of co-operatives into a socialised 
administration with state factories and a welfare programme 
(including a health service) marks the high watermark of agrarian 
protest in North America. The reasons for, and the limitations 
to, that success form the author’s main theme. 

The success of the C.C.F. derives from the fact that its simple 
agrarian socialism evolved as the natural complex of beliefs of a 
farmer-settler community. The universal dependence on the 
wheat crop gave the mass of farmers a solidarity of interests which 
resulted, not in internal tensions which would produce a complex 
political structure, but in a common front against the out-of-state 
interests—railroads, banks, mortgage companies, etc.—which con- 
trolled the marketing of their source of income. This early led to 
the successful formation of producers’ and consumers’ co-opera- 
tives—especially the famous Wheat Pool—which remain the real 
strength of the movement. The slump in wheat prices from 1929 
to 1942 together with the onset in the 1930s of a devastating series 
of drought years transformed this co-operative movement into a 
crusade against the capitalist system which not only seemed to 
strangle the produce outlet but through foreclosures to threaten 
the very basis of the farmer’s security. For the Saskatchewan 
farmer socialism was not an alien political creed but a practical 
programme built up from his experience at the grass roots; and he 
was quite prepared to drop the term when it became necessary to 
court the small but important urban middle class. The C.C.F. 
succeeded, not merely as a movement of protest but as a political 
party, because the social structure of rural Saskatchewan provided 
it with a ready-made power-network which gave it the strength to 
compete with the existing party machines. Perhaps the most 
original part of the author’s work is his demonstration of the way 
in which all the farmer’s social habits led him towards participation 
intheC.C.F. The fluid, experimental, egalitarian character of the 
settler’s life, its high degree of individual participation in social 
effort from school boards to co-operative management, all this 
led the farmer to think of the C.C.F. as integral to the whole web 
of his social existence and in turn gave the C.C.F. a popular 
organisation of great resilience. The presence of immigrant 
settlers from the Old Country, radical by nature and sometimes 
old members of the British Labour Party, together with the 
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characteristic influence of the Methodist Church, contributed to 
the remarkably high degree of political consciousness in a society 
where Henry George and Edward Bellamy provided normal reading 
for the long winter evenings. 

Equally significant is the author’s analysis of the limitations of 
the movement. The debacle of the 1949 national elections 
thwarted hopes that the C.C.F. would replace the Conservatives as 
Canada’s major opposition party. But long before this the 
inevitable pressures to compromise in order to hold power had 
slowed the Party’s impetus in Saskatchewan; and the tendency 
of co-operatives to a bureaucratic self-interest and to favouring the 
larger farmer at the expanse of the smaller, the difficulty of making 
state-run factories pay, the perhaps over-stated tendency of the 
civil service to a cautious conservatism and above all the intrusion 
of new mineral and industrial ventures, all seem to be setting 
limits to the future effectiveness of agrarian socialism as a political 
programme in western Canada. Professor Lipset has some 
fundamental things to say about the inherent nature of limitations 
of this sort to any political party. Certainly the example he has 
chosen demonstrates clearly the fact that a reform movement is 
only effective in so far as the changing pattern of society has 


already set the conditions for its success. But even if this experi- 
ment in agrarian socialism is petering out, there are few grounds 
for the pessimism about the capacity of a democratic society to 
adjust itself to change which is expressed by Professor Robert S. 
Lynd in his challenging introduction. 

FRANK THISTLETHWAITE 


St. John’s College, 
Cambridge. 


The Impact of the Union: Hight Economic Theorists evaluate the 
Labor Union Movement. Edited by Davip McCorp Wriczt. 
JoHN Maurice CLARK, GOTTFRIED HABERLER, FRANK H. 
Knicut, K. E. Boutpine, Epwarp H. CHAMBERLIN, MiToN 
FriepMAN, Davip McC. Wrieut and Pau A. SAMUELSON. 
(New York : Harcourt, Brace, 1951. Pp.ix + 405. $4.00.) 


Tuts book records a symposium held in Washington in May 
1950. At the American University it was felt that the now 
numerous tribe of labour economists might be missing points 
which those who watch the whole economy would see, and so 
eight economists, general issue, were invited to present papers on 
the labour market, and discuss them with one another. Professor 
David Wright has given us the papers, and edited a transcript of 
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the discussions. Here we meet again scholars already well known 
to us, each more himself than ever when all address a common 
theme. Certainly the transcript carries the jolt and flicker of 
unbuttoned talk, yet print lacks the inflexions by which we make 
our extempore phrases clear to one another, and many of these 
exchanges, like so many we all take part in, must have been more 
helpful to the participants than they can be to posterity. 

But the papers are another matter, and I would draw the 
attention of all who are interested in the economics of labour to 
the stimulating material here. The speakers seem to have been 
left free to chose each his own problem, but several central issues 
appeared. One was, how much difference do trade unions make ? 
Chamberlin holds that the inferior bargaining power of the un- 
organised worker would be corrected by a company union, “ with a 
strict prohibition of any collusive action by labor beyond the firm 
and of any action of intimidation to prevent the firm from making 
an alternative contract with non-striking laborers”; as soon as 
the union extends more widely, a number of social and economic 
factors tilt the balance towards it, and give it monopoly power. 
But Friedman propounds several reasons why the effects of 
unionism tend to be over-estimated, contends indeed that but for 
unionism some American wages would have risen more than they 
did after 1945, and holds that union strength is more an effect 
than a cause of rising wages—“ the difficulty is not so much that 
strong unions will produce inflation as that inflation will produce 
strong unions.” 

Thee ffects of union action, as of full-employment policy, can be 
assessed only by implicit reference to the state of affairs that would 
come about in their absence. Is there a level of wages which will 
“clear the market,” or should we have equilibrium below full 
employment? Haberler and Samuelson give their thoughts on 
this. Would a fully competitive equilibrium, in which wage-rates 
were proportional to marginal productivities, be in some sense 
“just”? At the end of his survey of theories of wages, Samuel- 
son considers this question in the light of modern welfare 
economics, and Clark adds a note on his father’s view. 

The most urgent of the central issues is the effect of full employ- 
ment on the course of money wages, and Clark’s paper is an 
important contribution to the discussion of national wages policy. 
He gives reason to expect that full-employment policy will in 
practice have to accept some recurrent rises in money wages. 
Some of these can be covered by rising productivity, but those 
that go beyond this will push prices up, and there is a limit to the 
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rate of inflation that the public will bear. But he does not seek 
the remedy in restraint of the unions, save of those “ powers of 
coercion and restrictive powers which make them impervious to 
the forces of supply and demand,” for he holds that “ powerful 
unions are not only inevitable, but indispensable.’ So he prefers 
to work for a greater realisation of the effects of wages on prices, 
and a greater respect by negotiators for the common interest— 
which things imply agreement on what is a reasonable level of 
profits. ‘‘ It seems that wages can only be kept more or less 
dependably within their natural economic limits by the conscious 
and intelligent pursuit of correct standards.” 

But these are only a few glimpses of the interest of these papers, 

E. H. PHetrs Brown 
London School of Economics. 


Payment by Results. (Geneva: International Labour Office, 1951. 
Studies and Reports, New Series No. 27. Pp. viii + 204. 
7s. 6d.) 


THE investigator of the human factors affecting productivity 
who seeks even a partial solution in systems of wage payment will 
find in recent literature and discussions a great deal of contradictory 


experience and advice. The conclusion is emerging that no wage 
system will produce satisfactory results unless the relationships at 
the various levels of industry are based on mutual confidence. 
It would be a pity if from that the conclusion should then be 
drawn that the relationships are all-important and the system of 
wage payment of no importance and if the essential interaction 
of the two aspects were ignored. 

This book provides a useful corrective. It assists in forming a 
judgment as to the relative merits of various systems of wage 
payment, bearing in mind the effect on relationships of the systems 
themselves, of their accompanying techniques and of the methods 
by which they are introduced and applied. While avoiding 
technicalities useful only to the practitioner, it describes the most 
commonly practised systems of payment by results and the 
accompanying techniques of work study, work measurement and 
job evaluation. It examines the effects of payment by results on 
earnings, output, costs, industrial relations and health. It sum- 
marises the advantages and disadvantages of the various systems 
commonly applied, and it outlines the essential safeguards to be 
observed in instituting and applying such systems. 

It gives examples too of methods actually applied by individual 
firms in different industries in a number of countries. These 
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examples seem to be chosen in a somewhat haphazard manner, 
and it is stated in the text that it is not possible to indicate the 
extent to which they are representative of current practice. 
Little information is available as to the extent of application of 
payment by results in the different countries and less as to its 
distribution among the different systems. Nor is the attempt 
which is made in this book to compare the extent of application 
even in a few European countries entirely satisfactory. Table I 
on page 55, for example, which purports to show the proportion of 
hours worked in industry at piece-rates in certain European 
countries at different dates, omits the qualification, stated in the 
Economic Bulletin for Europe from which it is extracted, that so 
far as concerns the United Kingdom the figures relate not to the 
proportion of hours worked at piece-rates but to the proportion 
of the total number of workers wholly or partly so paid. The text 
with which the table is introduced implies, moreover, that the 
figures relate to straight piece-work, whereas the Ministry of 
Labour Gazette, which is the ultimate source of the United King- 
dom figures, shows that they refer to all types of payment by 
results. 

Nevertheless, the figures enable certain interesting comparisons 
to be made as to the extent of application of payment by results in 
the same country at different times. We find the application of 
such systems developing rapidly in recent years in countries with 
very diverse methods of industrial relations, such as Czecho- 
slovakia, Hungary, Norway and Sweden, while it remains almost 
stationary in the United Kingdom and Denmark. Further 
investigation by the International Labour Office of the reasons 
for these divergent trends would seem well worth while, as they 
are by no means obvious, particularly in the case of the Scan- 
dinavian countries and the United Kingdom. 

The book expressly states that it is no part of the purpose for 
which it has been prepared to advocate payment by results in 
preference to payment by time. It does, however, show that in 
favourable circumstances systems of payment by results are 
capable of wide application and that, provided proper safeguards 
are applied, such systems have in the great majority of cases led 
to increased output, higher earnings and lower costs without 
adverse effects on industrial relations, on the health and safety of 
the workers or on the quality of production. It emphasises that 
these results follow not merely from the system of wage payment 
but also from the preliminary work and time studies and from the 
consultations necessary for its introduction and application, 





404 THE ECONOMIC JOURNAL [JUNE 


The book concludes with a chapter giving the findings of a 
committee of experts drawn from trade-union, employer and inde- 
pendent circles in Belgium, Brazil, France, India, Italy, New 
Zealand, Sweden, the United Kingdom and the United States, 
If this chapter does not add much to what appears elsewhere in 
the book, it does at least sum it up admirably and lend to it the 
authority of practical experts on the subject. 

H. 8. Kirrxanpy 

Queens’ College, 

Cambridge. 


The Labor Problem in the Public Service. By M. R. Gopre. 
(Cambridge, Mass.: Harvard University Press (London: 
Geoffrey Cumberlege), 1951. Pp. xii + 305. 32s. 6d.) 


THE division between legislative and executive authority in 
the United States, not only in federal government but also in state 
and local government, has had important consequences in labour 
relations in the public services. The attempt of legislative 
authorities to exercise direct and continuous control over adminis- 
tration has held back the development of collective bargaining 
and turned the attention of trade unions of public servants to 
lobbying activities. In some states and cities legislatures have 
used their powers to circumscribe or even prohibit the develop- 
ment of trade unions amongst their employees. 

Mr. Godinegives a full and, as far as onewithout close acquaint- 
ance with industrial relations in the United States can judge, 
an accurate account of the problems of labour relations in American 
public agencies and of various attempts which have been made to 
solve them. The British reader may not find it easy to make his 
way about the large volume of material in the book, especially if 
he has not some knowledge of political institutions in the United 
States and of the structure of state and local politics. A more 
serious fault is the style, which makes the book heavy reading. 
There are far too many sentences like “The continued co- 
existence of popular government and authoritarian administration 
involves incongruous relationships which become more serious as 
the number of public employees increases steadily to form a major 
segment of those gainfully employed in the economy.” 

The central theme of Mr. Godine’s argument is that there 
exists a single middle way between the extremes of the “ sovereign 
employer ” doctrine and syndicalist theories, to which he gives 
the title of ‘‘ the ‘ constitutional’ theory of the state employer.” 
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He argues that although trade unions “ may legitimately aspire to 
exercise an equal or an even preponderant voice ”’ in private 
industry, “‘ similar pretensions are inadmissible in public employ- 
ment where the unique demands of government require the 
subordination of the civil service to representative authorities.” 
With this subordination goes a rejection of the right of the public 
servant to strike, but a wise exercise of sovereignty should allow 
wide administrative discretion to departmental chiefs, permitting 
them to discuss a wide range of topics with the trade unions con- 
cerned, including wages, welfare and the efficiency of the service. 
Discussion would be aimed at reaching agreement within the limits 
of discretion. It would certainly include what is known as joint 
consultation, and come close to collective bargaining. “‘ Staff 
participation ” in departmental decisions would replace the in- 
direct pressure of lobbying. Some American public agencies, 
particularly the T.V.A., satisfy Mr. Godine’s conditions; most 
do not. 

The proposed arrangement comes very close to the “ Whitley ” 
system of the British Civil Service, for which Mr. Godine has 
considerable respect, but just because of the similarity between 
his theory and British practice, the British reader may not be 
satisfied with his conclusions. Few would deny that the American 
public service would benefit from closer approximation to British 
methods in this respect, but it does not necessarily follow that 
Mr. Godine’s problem would then be finally solved. The “ Whit- 
ley” system has its faults, and does not rest on so definite a 
recognition of sovereignty as a clear prohibition of strikes would 
provide. The system of labour relations developed within our 
public corporations goes a good deal farther than Mr. Godine 
would allow in the direction of syndicalism. The right to strike 
remains clearly unfettered, and the boards deal with unions rather 
as equals than as subordinates. The industrial relations of our 
public corporations are by no means perfect, but at the very 
least it is uncertain that the application of Mr. Godine’s theory 
would improve matters. 

It is not difficult to reject the doctrines of the French syn- 
dicalists and to allow that Professor Laski, who is regarded by Mr. 
Godine as the theorist of syndicalism, leant too far towards their 
views. There is, however, a wide range of possible arrangements 
between syndicalism and the acceptance of the absolute 
sovereignty of the state as an employer. If trade unions are to be 
fully independent they cannot bind themselves to work only with- 
in the limits of administrative discretion. Those who value the 





406 THE ECONOMIC JOURNAL [JUNE 


independence of unions in an age of increasing state control will, 
therefore, continue to look for a solution to a problem which wag 
perhaps seen more clearly by Professor Laski than by Mr. Godine, 
H. A. Cieae 
Nuffield College, 
Oxford. 


A. J. Mundella, 1825-1897. The Liberal Background to the Labour 
Movement. By W. H. G. Armytace. (London: Ernest 
Benn, 1951. Pp. 386. 30s.) 


THE deposit of new manuscript material in the library of 
Sheffield University has given Mr. Armytage the opportunity to 
undertake what he clearly regards as the rehabilitation of a for- 
gotten Victorian politician. Mundella has perhaps not passed 
from memory quite so completely as his biographer here some- 
times seems to imply, but one can agree that comparatively little 
recognition has been given to his enthusiastic labours. The 
standard general history of the period in which he was politically 
active, that of Mr. Ensor, makes only a single passing reference to 
him. Mr. Armytage has very sensibly not tried to give to a figure 
of the second rank the appearance of something greater. Instead, 
he has shown that a great deal that was valuable in its day and 
influential for the future could be accomplished by one who never 
occupied the highest offices or displayed the highest gifts. He has 
let Mundella and his associates tell much of the story themselves 
in the words of their letters and speeches. His own comment is 
shrewd, and he sketches the background of events with a sureness 
that is founded on a wide knowledge of the sources of political and, 
especially, educational history in late nineteenth-century England. 
The result is a portrait which, though it does not fundamentally 
alter our notion of Mundella, amplifies and clarifies it, and which 
is an eminently satisfying piece of writing. 

Mundella is remembered chiefly as a pioneer of industrial 
arbitration and conciliation. The originality of his contribution is 
perhaps doubtful. (Dr. Sharp’s recent book describes several 
earlier schemes.) But there can be no question of its importance. 
Mundella was among those few middle-class men who, at a time of 
widespread hostility, gave trade unionism the opportunity to show 
that it had a positive contribution to make to the smooth running 
of the life of the nation and who also gave it guidance in grasping 
the opportunity. The maintenance of a large measure of in- 
dustrial peace, when intensive mechanisation was beginning at last 
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to characterise industry as a whole, made a contribution to 
material progress which seems to be commonly under-estimated. 
Mundella and others, who effectively fostered it, deserve more 
credit than they have had. 

The other main theme of Mundella’s career was his unwearying 
advocacy of improved popular education, both for its own sake 
and as a means to the industrial efficiency of the nation. His 
best administrative service was given as Vice-President of the 
Council from 1880 to 1885, during which time his reforms included 
the adoption of compulsory school attendance for all children 
throughout the country and the introduction of a less unsatisfactory 
code to govern the syllabuses and finance of elementary schools. 
Mr. Armytage shows that the various improvements were largely 
Mundella’s own achievement, carried through in spite of the 
mingled hostility and indifference of his permanent officials and 
his immediate superior, Lord Carlingford. 

The sub-title of this biography implies that Mundella was in 
some sense a direct forerunner of the modern labour movement, 
and there is much to be said for this interpretation. But it needs 
some qualification. The causes in which he was active were often 
of acute concern to the labour leaders of his day, and he worked 
closely with some of them. But the labour leaders with whom 
he was most at home were of the type who were found so burden- 
some when labour began to feel its way as an independent political 
force. Mild disagreement about a sub-title is, however, a small 
complaint, and about this book there can, indeed, be few com- 
plaints—with one forcible exception : apparatus criticus ought to 
be at the foot of the pages, where it can be conveniently used, not 
huddled at the back of the book. If any publisher thinks other- 
wise, may his darkness be speedily illumined. 

W. ASHWORTH 

London School of Economics. 


English Life and Leisure: A Social Study. By B. SEEBOHM 
RowntTREE and G. R. Lavers. (London: Longmans Green, 
1951. Pp. xvi + 482. 15s.) 


Like much of Mr. Rowntree’s work, this excellent study of 
leisure is based mainly on the City of York. Additional chapters 
on “‘a specimen town,” High Wycombe, and on the four Scan- 
dinavian countries are valuable both for comparison and suggestion. 
The study also invites comparison with the (necessarily) more 
extensive and less detailed treatment in the New Survey of London’s 
volume on “‘ Life and Leisure ” (1935). Both books, for example, 
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bring out that increased leisure has outrun increase in facilities, 
and to this extent better use of leisure is limited by lack of means 
rather than of will. Our authors also emphasise that many in this 
country are not yet educated to appreciate the more satisfactory 
uses of leisure. Consequently, some less desirable uses, like 
football pools or the ‘‘ harmless but inane ”’ type of film, do help 
to mitigate “ the great emptiness of the lives of many ”’ (p. 157), 
and to deprive people of them would be “ a considerable unkind- 
ness and a psychological blunder” (p. 153), until more rational 
means of spending leisure and the education to appreciate them 
are generally available. 

The book opens with interesting case histories of 200 adults 
and twenty juveniles in York, out of 975 persons interviewed for 
this purpose. The authors describe this as “ a system of indirect 
interviewing . . . laborious but effective,” through developing 
the acquaintance of individuals, ‘‘ until confidence is gained and 
the information required can be obtained without the individual 
concerned knowing that there has been an interview ”’ (p. xii). 
This seems to be an effective and useful method, providing a vivid 
general picture—statistical comparisons are given separately— 
from quite a wide sample; and if those composing it are somewhat 
above the average of intelligence, they seem nearer to the norm 
than in many such samples. 

The chapter on “ Religion ” is the best in the book, and there 
is further information on this in the chapter on Scandinavia. 
The picture is one of declining churchgoing, due in part to anti- 
clericalism ; of ‘‘ a spiritual hunger” (p. 353) for religion in many 
who cannot accept current interpretations of Christianity; of 
** considerable increase in the Christian practice of care for those in 
need ” (p. 371). But “ we are living on the spiritual capital of 
the past,” with serious danger that, without revival of Christian 
faith, this Christian humanism will not permanently survive. The 
chapter on ‘‘ How Honest is Britain ? ” is interesting but slighter. 

The inquiry covers many uses of leisure—liable to misuse 
(gambling, drink), or neutral (cinemas, theatres, dancing), or of 
potential cultural value (reading, broadcasting, adult education). 
The chief gap is found in the lack, in the main study, of any but 
incidental references to hobbies and athletics, a gap which what 
is said on High Wycombe and Scandinavia fails to fill. Apart 
from this, the study is comprehensive, and is clearly presented 
and with some humour. The general approach, if some of its 
conclusions may be controversial, is balanced and judicious, 
bringing out bad as well as good features. 
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Thus, whilst the evils and wastes of drink are emphasised, 
cultural influences, like “‘ Poetry in Pubs” (the work of the 
brewers’ Committee for Verse and Prose Recitations) and the 
Tavern Concerts and dramatic performances of “‘ The Taverners ”’ 
are well described. Again the authors stress the appreciable 
number of films with educational value and the large number giving 
reasonable and clean entertainment, which together account for 
more than three-fifths of their sample of 125 films. They find 
that “ Children’s Cinema Clubs ” generally are beneficial rather 
than harmful, and at their best have real social value, like one 
which they describe at High Wycombe. Efforts at improve- 
ment, culturally and in other respects, are being made by those 
responsible, though more are needed. But “ the worst feature 
of the contemporary cinema, ‘ glorifying false values ’ ” and a few 
“really objectionable films” are serious evils, requiring more 
drastic censorship, even refusal of licences. Finally, the authors, 
like the New Survey, have found evidence of growing use of more 
desirable forms of leisure. Lending libraries, for example, record 
both greater volume of reading, and “ an increasing proportion of 
people reading serious books ”’ (p. 302). Similarly, “ millions in 
the aggregate, often at a sacrifice of money as well as time,” make 
use of adult education. 

N. B. DEARLE 

All Souls College, 

Oxford. 


Tavistock Abbey: A Study in the Social and Economic History 
of Devon. By H. P. R. Frypera. (Cambridge University 
Press, 1951. Pp. xii + 320. 25s.) 


Tue agrarian history of medieval Devonshire has hitherto 
received little attention, and this study of the economy that 
supported the Abbey of Tavistock is very welcome. The author 
has an intimate knowledge of local conditions and has utilised a 
large mass of material both printed and unprinted, particularly 
the muniments of the Russell estates at Woburn. A wealth of 
varied and interesting information has been collected. We learn, 
for example, that no trace of “‘ week-work ”’ has been found on the 
Tavistock estates; that the account rolls suggest (though owing 
to imprecise items they hardly prove) that the revenue from corn 
sales generally exceeded the cash results of pasture farming 
throughout the fourteenth and the first quarter of the fifteenth 
centuries, but that thereafter a contrary tendency set in; that 
“Denshiring ” or ‘‘ beat-burning ” was practised as early as 1246; 
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that in the fourteenth century sea-sand was carted from a distance 
of 14 miles for use as a fertiliser; that water-power was used ing 
tanning mill and an edge-tool mill in 1291. 

Occasionally Mr. Finberg has glanced, with interesting results, 
at the course of events subsequent to the Dissolution. Rents 
were still paid largely in wheat at Plymstock in 1586. Crowndale 
supplies a warning against the uncritical use of rent-curves: 
the rent of this property was fixed at £4 6s. 8d. in 1528 and con. 
tinued at that figure until 1778, when it jumped up to £80. An 
entry fine of £540 for a three-life lease granted in 1706 reveals 
the background of this puzzle. Yet in spite of such good things, 
the book is rather disappointing. Though the author is com- 
mendably alive to the difficulty of estimating the profits of 


demesne farming from manorial accounts, the tables on pages | 


244-7 may easily mislead an incautious reader. A good many 
statements are vague or lack chronological precision. For 
instance, in relation to “‘ Denshiring ” we are told (p. 93) that 
“ the average area burnt in any one year was nine acres,” but are 
left uncertain about the period for which this was true, and 
whether the figure is the average per manor or for the demesne 
estates of the abbey as a whole. 

Sometimes one feels that Mr. Finberg might easily have 
been more informing. ‘A sick ploughman,”’ we read, “ is paid 
half wages until he returns to work after an absence of fifteen 
weeks ” (p. 227). This is a really precious fact; but we are given 
neither date nor place, and there is no reference to the source, 
except that ‘manorial accounts” tell us of this and other 
“ charitable gifts.” In many cases the only reference given is to 
an article in the 7'’ransactions of the Devonshire Association or the 
Devon and Cornwall Notes and Queries, so that, without much 
labour, the reader cannot ascertain the quality of the evidence. 
Now and again we come across figures so extraordinary that they 
cry out for explanation or defence—yet no comment is made. 
Thus we read (p. 96) of avena minuta being sown at the rate of two 
bushels an acre or less and subsequently at eight bushels an acre. 
On pp. 249-50 it is stated that in 1339 lands consisting of arable, 
meadow and pasture and amounting to 1,854 acres, were, together 
with a house in Exeter, “‘ valued at only forty shillings, but wer 
expected to yield ten pounds a year or more under lease.”” Even 
more puzzling are the unexplained statements that the assessed 
income of the abbey (for “ contributions’ to the provincial 
chapter) was £69 6s. 8d. in 1414-17, but £151 6s. 8d. in 1491 
(pp. 234-5); and that in 1535 (according to the Valor Ecele 
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siasticus) “ rents made up five-sixths of the income from tem- 
poralities : in all £618 9s. 7}d., out of a gross total of £731 18s. 44d.” 
(p. 257). 


REGINALD LENNARD 
Lower Heyford, 
near Oxford. 


The American Economy, 1860-1940. By A.J. Youneson Brown. 
(London: Allen and Unwin, 1951. Pp. 208. 145s.) 


An historian who essays the task to “ select and simplify ” the 
last eighty years of American history undertakes a job of unusual 
difficulty, because of the pace and volume of the events with 
which he has to deal. For while the country by no means stood 
still during the half-century before the Civil War, it was par- 
ticularly after that event that the speed of development became 
torrential and, as quoted by the author, “ all stages of industrial 
development were contemporary in America.” Or, as the pro- 
logue to that most revealing of films, Hellzapoppin, put it ‘‘ any- 
thing may happen and it probably will.” This renders a strictly 
chronological narrative impossibly difficult and forces the writer 
to attempt the task of developing separately the various strands 
of which his story is composed, while showing, without being too 
obvious in his cross-references, the way in which they interlock. 
Withal he has the problem of maintaining the interest of a reader 
who is being always sent back to square one in a sort of intel- 
lectual game of snakes and ladders. But this is not all. He has 
also to decide upon the balance he will maintain, in dealing with 
so spacious a subject, between wide brush work and the accumula- 
tion of detail. 

Mr. Youngson Brown has, on the whole, admirably met the 
former set of difficulties. His first chapter, describing the building 
up of the population of America, goes to the heart of the matter, 
and if his second, in which he deals rapidly with the period 1790- 
1860, appears to be less well organised, this can be excused by the 
need to get the preliminaries over as soon as possible. The 
chapters that follow trace the history of railroads, industry, agri- 
culture, banking, tariffs, labour and the New Deal. The earlier 
ones require the reader to make regular returns to the starting 
point, but despite this, a sense of progression is registered. It is 
rather like the quartet in ‘‘ Kiss Me, Kate,” which always opens 
in Venice but does, in the end, reach the other side of the stage. 
Mr. Brown has a good eye for the operative factors in America’s 
economic greatness—a plenitude of space and of materials, the 
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influence of the railroads and of steel technology and even of 
specific products such as barbed wire and the motor car. He has 
sensible things to say about the varying tempo in industry and 
agriculture. 

But he is, I should judge, essentially an historical pointilliste, 
of the school of Sir John Clapham, though not so rigorous, and this 
lessened rigour leads him to compromise. His handling of detail 
is excellent, but his general discussion—the wide brush work—is 
less satisfactory, because, or so one felt on reading it, he does 
not quite believe that it is a legitimate activity of the historian 
and his conscience is slightly uncomfortable about it. Thus his 
discussion, and rejection, of the “‘ frontier thesis ’’ is perfunctory, 
He makes the good point that acceptance of the theory has made 
Americans underrate the extent to which other countries have 
assisted their development. But it is no rejection of the argument 
that the frontier produces individualism to say that posterity 
cannot be proud of the individualism it produced. The frontier 
effect can be observed elsewhere than purely in agriculture—in 
business, finance, even politics. To say that it is merely a glorifica- 
tion of agriculture as a “‘ way of life ’ (p. 50) underestimates the 
influence of the idea of agriculture and the west versus industry 
to which the author himself gives greater weight later on (p. 100). 
He does not, however, in my opinion give it enough weight; 
to say that the origins and ideals of Jefferson and Jackson were of 
little consequence in practical affairs before 1921 surely ignores 
the significance of Populism, the continuous protests against the 
ideas of Hamilton and the election of 1896 in which W. J. Bryan 
‘‘ in a coat like a deacon and a black Stetson hat ’’ was more than 
just an advocate of the party of inflation but represented the ideals 
of the west against the “‘ elephant plutocrats.”” It is true that he 
failed and that the maintenance of farm income, as Mr. Youngson 
Brown points out, was not accepted as a basis of policy for another 
forty years—but the American version of the Dream of John Ball 
ought not to be accounted of little consequence. In general, I 
think that Mr. Youngson Brown underrates the effect of idealism 
and even of idealists (pp. 44-5) in forming the American outlook. 
If the driving force of the last eighty years is held to be economic 
self-interest, then ‘‘ the most unsordid act in histgry ”” becomes 
completely unintelligible. (The influence of Thomas Hughes and 
Rugby is discerned by J. J. Mathews in the career of E. W. 
Marland, the growth of whose oil empire is described in Life and 
Death of an Oilman.) 

The final chapter, ushered in with the loathly word “ idea- 
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tionally,” leaves a slightly desultory impression, almost as if the 
author was impatient to be gone. There are some very good 
things in it—particularly the analysis of the significance of 
Washington, Jefferson and Hamilton—but there are many more 
loose ends lying around back in the book which one would like to 
see picked up. The concluding passage usefully reminds us 
of the continued existence of the small scale in American life 
(45% of the population living in communities of less than 2,500), 
a scale which is more influential than the author would care to 
admit. We need to remember that the average American—in so 
far as there is such a thing—is a small-town man, and these 
communities do set the tone (not perhaps the pace) of American 
life—again in so far as there is such a thing, for who, asked 
Kai Lung, can combine in a single sentence the tranquillising 
glance of a maiden with the exhilaration of watching a well- 
contested rat-fight ? 

Some desiderata for the next edition. First and foremost, let 
us have some maps. It is true that the serious student ought to 
have his own atlas. But this book should reach a wider public 
than that of the professional student, and anyway that atlas 
probably won’t give him what he wants to see—the location of 
mineral deposits, the run of the early railroads, the various regions 
of the country (the author is a bit too inclined to talk exclusively 
in terms of states) and the extent of the Louisiana Purchase 
(which is hardly clear from pp. 23-4). If it is necessary to make 
room, rather than use end-papers, let the graphs be scrapped ; 
they add little of value to the text. There is a passage on pp. 16-17 
which might suggest to the incautious reader that spring in the 
United States comes somehow after July. In the chapter on 
Banking, Investment and Speculation the distinction between 
State and National Banks does not emerge at all clearly; in the 
same chapter investment is used, apparently, only in the sense of 
buying stocks and shares. The student would probably appre- 
ciate the devotion of some space to a consideration of real invest- 
ment and its relation to economic fluctuations; the author drops 
an occasional hint about this, but one does feel a lack. To give 
the full title of the report by Buchanan and Lutz to the XXth 
Century Fund (note 14 to cap. 11) might make it easier to find in a 
library; the index might be fuller with advantage. A few mis- 
prints : ‘‘ Lindberg ”’ (p. 128): “‘tarriffs’ in the chapter heading 
(p. 183): ‘“‘ Technical National Economic Committee” for 
“Temporary ” (p. 101 bis). 


This is a book to stimulate thought and discussion. There are 
No. 246—voL. Lx. EE 
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points of interpretation with which readers, as the reviewer, wil] 
disagree, and lacunze can be found. But it does vindicate the 
author’s claim that it is a “‘ brief and comprehensive ”’ account, 
Nor must I omit to praise its clarity. Quantities are clearly stated 
and the definite distinguished from the probable. Almost every 
date reference is given in figures; the author is almost over- 
scrupulous in avoiding the Dumas type of historiography in which 
events are successively dated as “ so many years after ”’ an original 
date which is now some ten pages back and out of mind; and how 
refreshing this avoidance is. It is a book to be commended for 
those, and they are many, who want to begin to understand the 
amazing growth of modernAmerica. For it is amazing—acountry, 
as Mr. Brown puts it, “‘ blundering into the future ” at a speed 
that carried it in eighty years through a process that “ took Eng- 
land about 600 years . . . to achieve ” and seizing from Britain 
the leadership in the scale, technique and organisation of heavy 
industry in a mere quarter of a century, between 1880 and 1905. 
That both the United States and the outside world should find it 
difficult to adjust themselves to such rapid change is not sur- 
prising. The author suggests that in the United States the 
political adaptation has been more successfully achieved than the 
economic. This seems too pessimistic—but there I go again, 
arguing with Mr. Youngson Brown; which just goes to show . 
E. M. Hucu-Jones 
Keble College, 
Oxford. 


Addington, Author of the Modern Income Tax. By A. Farns- 
worTtH. (London: Stevens & Sons, 1951. Pp. xl + 140. 
21s.) 


THE title is arresting, for every schoolboy knows that William 
Pitt the Younger was the author of Income Tax, which was intro- 
duced in 1797 as a war emergency measure, repealed in 1815 with 
popular acclamation, revived in 1842 by Peel as a temporary 
expedient, but never quite abolished by Gladstone. Addington, 
whose name is best remembered in Canning’s savage doggerel— 
who as Sidmouth was “ the last of the port wine faction ’”—this 
slightly ludicrous and shadowy figure could never have fathered 
this extremely efficient and original British contribution to the 
business of government. At the outset, our sympathy is naturally 
with the good-natured author who is attempting to rehabilitate a 
“much maligned man,” but as the theme is developed it becomes 
apparent that every schoolboy is wrong—and a number of dis- 
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tinguished historians also. For one reader at all events, Mr. 
Farnsworth’s contention is proved, for Addington was indubitably 
responsible for the 1803 Act (43 Geo. 3, c. 12) which replaced that 
of 1799 (39 Geo. 3, c. 13) which had lapsed with the Peace of 
Amiens, and this Act is universally acknowledged to be the 
foundation of all subsequent legislation on the subject. More- 
over, it is clear that the 1803 Act represented many striking 
improvements on Pitt’s Act and that at the time the latter was 
violently critical of many of Addington’s proposals, and during 
the passage of the bill through Parliament secured the rejection of 
some of them. However, on his return to office he was prepared 
to accept the framework and most of the substance of the 1803 
Act for his own 1805 Act, and subsequent statesmen have 
followed his example. Indeed, as Mr. Farnsworth shows, there is 
remarkable linguistic similarity between the original Act and that 
of 1918 (8 & 9 Geo. 5, c. 40), which is the basis of modern income- 
tax law. 

Addington’s claims to superiority over Pitt as a financier rest 
both in the field of principle and practice. In the former he 
introduced the principle of taxation at source, which distinguishes 
British income-tax legislation from that of other countries. The 
principle has “ two facets, assessment of income at the source 
where it arises and collection of the tax at the source by deducting 
it before the income reaches the person to whom it truly belongs ”’ 
(p. 108). Pitt in fact secured the defeat of Addington’s proposal 
to deduct national-debt dividends at source, but it was re- 
introduced in Petty’s Act of 1807. Naturally taxation at source 
made for a wider net and checked evasion. Further, it rendered 
the income-tax assessment less inquisitorial, since the individual had 
only to declare that part of his income from which tax had not been 
deducted. The second radical improvement was in the method of 
assessment. Pitt’s tax had called for a lump-sum assessment from 
individuals, and the commissioners could ask for particulars only 
if they suspected evasion. Addington’s tax called for assess- 
ment under five schedules, the familiar A, B, C, D and E of the 
present form. Obviously the task of checking evasion was 
lightened. Addington was before his time in advocating differen- 
tial rates of taxation on earned and unearned income. The 
success of Addington’s was shown in its yield, for a rate of 1s. in 
the £ yielded £45 million, only half a million less than Pitt’s tax, 
which had been levied at double this rate, and incidentally a 
yield that was remarkably close to Addington’s own estimate. 
Nor does his administrative record, as set out by Dr. Farnsworth, 
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merit the charge of incompetence that the latest historian of the 
Tory party, Professor Feiling, has made against him. He carried 
out a successful conversion, and his two budgets were models of 
accuracy. Further, it is clear from the Addington papers that 
these and the income-tax proposals were not the production of the 
Treasury officials, who were not at this time remarkable for their 
sagacity. 

The real mystery lies in the strength and longevity of the 
myth that Dr. Farnsworth has succeeded in exploding. Official 
publications and notably the Royal Commission of 1918 have 
always acknowledged the basic nature of the 1803 Act, yet why 
has Addington never been given the credit for this? The truth 
is that he had the temerity to succeed the great Pitt, and the latter 
was irritated that a protégé and a second-rate man like Addington 
(and surely his subsequent career merits this judgment) could so 
presume. Addington thus became the target of all the Pittite 
hangers on (like Canning) and pamphleteers like Courtney. Most 
of the mud stuck, and prejudiced contemporary writing was 
accepted subsequently as evidence. 

Dr. Farnsworth is to be congratulated on championing so ably 
the cause of Henry Addington and for bringing his specialist 
knowledge to bear on a field of neglected fiscal history. But we 
must not forget the decisive parts played by Pitt, first by his 
courage in introducing the original income tax in the face of the 
writings of his master Adam Smith, and second in the field of fiscal 
administration, where his reforms made the levying of such a tax 
possible. 

C. N. Warp-PERKINS 

Pembroke College, 

Oxford. 





NOTES AND MEMORANDA 


Pre- AND Post-wak Gross FrxED INVESTMENT IN THE PRIVATE 
‘* PropUCTIVE ” SECTOR OF THE ECONOMY 


Ir has been repeatedly argued in some quarters that the Govern- 
ment was starving private enterprise (particularly manufacturing 
industries) of capital investment, by allocating an undue share of 
investment goods to the public sector. It was even contended 
that in spite of the large increase in overall investment, the 
private sector was getting less than it was investing in the inter- 
war years, a period when—it is generally recognised—too little 
investment was taking place. 

The figures given below—however rough—show that there is 
very little foundation for, at any rate, the last of the above two 
assertions. The comparison of pre- and post-war investment, 
given here, also allows one to hope, with some confidence, that 
productivity in the private “‘ productive ” sector will rise at a 
more rapid rate during the next few years than it did in the inter- 
wars period. As the private ‘‘ productive ” sector is so defined 
as to include coal-mining, it covers the major part of the economy ; 
one may therefore look forward—other things being equal—to 
some rise in the national income, if not for a long period, at any 
rate in the early fifties. 

The somewhat vague heading of this note is the outcome of 
a compromise between the original intention of comparing pre- 
and post-war investment in the manufacturing industries and the 
comparison which it has been (so far) found possible to make. 
The figures given under the above heading cover nearly all 
(current) private investment in fixed capital,! except house- 
building and repairs to all buildings,? plus investment in coal- 
mines. The latter had to be included because it was not possible 
to eliminate it from the pre-war figures. 


£ millions at 

1948 prices. 1926-36 = 100. 
Average 1926-36 * ; . ‘ 180 100 
1948 . z ; 686 380 © 


(a) 7.e., an increase of 280%. 





1 I.e., investment in agriculture and fishing, hard coke (private), deep-mined 
and open-cast coal, petroleum refining, iron and steel, manufacturing industries, 
shipping, commercial vehicles, machinery not elsewhere specified and ‘‘ other 
investment ” (about 3% of the total). 

* See footnote (1), p. 419, below. 

* 1937 and 1938 are not included because the necessary breakdowns are not 
readily available. The exclusion of these two “‘ good ”’ years is unlikely, however, 
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The methods used for arriving at the above estimates ar 
described in an Appendix. The margins of error of all the figures 
are likely to be large. For obvious reasons it is not possible to 
assign precise limits to the error in these estimates, but if a 
pessimistic view is taken,’ it may be said very tentatively, that 
the increase in investment might be as small as 190% or as large 
as 460%. 

One might add that there are some reasons (see Appendix, 
paragraph 2) for believing the pre-war figures given above to be 
on the low side. If these reasons—which it would be unwise to 
attempt to quantify—are accepted, the increases given above 
would have to be slightly reduced. 

Whilst final conclusions about investment in the manufacturing 
industries are at this stage somewhat hazardous, the increase in 
gross investment for the whole of the private “ productive” 
sector is so striking that little doubt can be left as to the sub- 
stantial rise which must have taken place in investment in manv- 
facturing industries. 


Appendix on Methods 


1. Estimates of pre-war investment in the private sector of the 
economy are given—for fiscal years—in Table 10 of Public 
Investment and the Trade Cycle ?; these estimates were expressed 
in terms of calendar years with the help of global investment 
figures for calendar years given in Table 4 of the same work. 

2. The pre-war figures for investment in the private sector of 
the economy are, of course, residuals obtained by deducting public 
and semi-public investment from total investment. The items 
deducted are on the whole fairly firm estimates, which means that 
the residuals must be subject to larger percentage errors than the 
estimates of global investment. A further possibility of error 
arises from the fact that there may be elements of double counting 
in the allocation of investment between the “‘ deductable ” items 





materially to affect the comparison. Average fixed investment in 1937 and 1938 
was about 37% higher than in the 1926-36 period. The increase in fixed invest- 
ment in the “ private productive sector ’’ is unlikely to have been very much 
different. Assuming it to have been the same, the inclusion of 1937 and 1938 
would, therefore, raise the pre-war average by only about 6% and make the 
increase between pre- and post-war 259% instead of 280%. 

4 Although this percentage increase refers strictly speaking only to 1948, it 
is almost certainly approximately correct for 1949 and 1950. 

1 J.e., if it is assumed that the various figures from which the final estimate 
is built up are biased in such a way as to maximise the error in the final result, 
which is unlikely, but not impossible. 

2 By Bretherton, Burchardt and Rutherford. Clarendon Press, 1941. 
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(public and semi-public investment). The percentage error in 
the estimate of “ investment in the private sector,” which such 
double counting would produce, would give rise to a somewhat 
larger percentage error in the increase in investment between 
1926-36 and 1948. For instance, supposing the correct figure 
for private investment was 10% higher than the biased estimate, 
the increase between 1926-36 and 1948 would be 247% instead of 
280%, i.e., an error of some 13-14% in the increase. Finally, 
it is believed that the estimates of investment by the railways 
(which is one of the items from which the figures for semi-public 
investment is built up) is too large, thus making the (residual) 
investment in the private sector somewhat too small. 

3. A deduction for (a) private-enterprise house-building and 
(b) repairs to all houses and to all “ other buildings ” ? was then 
made in order to obtain an estimate of investment in the private 
“productive ”’ sector of the economy. 


(a) Private-enterprise House-building. 

The number of private-enterprise houses completed each 
year before the War is available. To get a better approxima- 
tion of the volume of “‘ building work done ”’ in any given 
year, the average number of (private enterprise) houses 
completed in that year, and the following year, was taken. 
The average price of a privately built house is not, however, 
available for pre-war years. It was estimated in the following 
way. The value of all houses (private and local authorities’) 
built each year can be obtained by multiplying the number 
of houses built by the average price per house, given in the 
statistics of Plans Approved by Local Authorities for the year. 
The value of local authorities’ houses built each year can be 
calculated in the same way. The differences between the 
two is the yearly value of private-enterprise houses built. 
By dividing the latter by the number of (private-enterprise) 
houses completed one obtains the average value of privately 
built houses in any one year (for the period 1926-36 the latter 
worked out at £633, compared with an average of £561 for 
all houses). There are numerous gaps in the data, but the 
estimates used in this paper (averages of a fairly large number 
of years) should not be very far out. In fact, an estimate 
based on the same method, for a single year (1935)—which is 
liable to much larger margins of error than the averages 


' Part of this item should have been included. It had to be excluded because 
certain figures could not be split up conveniently; see paragraph 2 of (b) below. 
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mentioned above—was checked with Census of Production 
data and proved to be reasonably accurate. 


(b) Repairs to houses (and “ other buildings ’’) 


No direct estimates of the value of house repairs for pre- 
war years exist. Even the post-war figures (produced by the 
Ministry of Works) are partly residuals, and, therefore, liable 
to an appreciable margin of error. An approximation to the 
value of repairs to houses (and other buildings) for pre-1939 
years can be obtained from Schedule A allowances; adjust- 
ments were made for (i) houses and buildings exempt from 
income tax and (by assuming the same ratio of allowances 
for repairs to income as for non-exempt houses and buildings) 
and (ii) the fact that Schedule A allowances are believed to 
have been in excess (by about 10%) of actual maintenance 
work done every year.! If the repairs and maintenance 
figures thus obtained (for the decade 1926-36) are compared 
with the 1948 estimate (after adjusting for the rise in prices) 
it is found that the average for these pre-war years is about 
30% lower, which is not unreasonable in view of the great 
war-time backlog of repairs (War Damage Repair was 
excluded from the 1948 figures for the purpose of this com- 
parison). The Ministry of Works index of building repairs 
costs was used in the adjustment for prices—after making a 
rough allowance for the fact that the 1948 figure for repairs 
probably includes some black-market work, which is known 
to be much more expensive. 

Owing to the fact that it was not found possible to deduct 
repairs to industrial and commercial buildings from the 
Schedule A allowances, the pre-war figures of gross invest- 
ment in the private “ productive ’’ sector of the economy 
do not include repairs to such buildings, which, of course, they 
ought to include if the estimates are to be of gross investment 
not only for plant for also for buildings—as the title of this 
paper indicates. These repairs were naturally also excluded 
from the 1948 investment figure. But from at least one very 
important point of view, the estimates as here given (i.¢., 
exclusive of repairs to buildings) are even more interesting 
than if we were consistently measuring gross investment. 
It may well be argued that in connection with the problem of 


ce 


1 The estimate for 1935 thus obtained is about 4% lower than that derived 
by Bowen and Ellis (Oxford Economic Papers, March 1945) from Census of Pro- 
duction data. 
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productivity, net investment rather than gross investment is 
the relevant concept. The exclusion of repairs to industrial 
and commercial buildings means, of course, that at least 
with regard to building we are making comparisons of net 
investment (not gross investment as for plant and machinery). 
In any case even the comparison of pre- and post-war gross 
investment would only be affected by this exclusion if the 
relation between ‘repairs to industrial and commercial 
buildings ” and investment in the private “ productive ” 
sector of the economy had changed between pre- and post-war 
years. 


4. Price changes. The difficulties of measuring price increases 
of investment goods are well known, and need not be emphasised 
here. A rise of 130% in investment-goods prices between 1938 
and 1948 was arrived at by taking the weighted average of the 
increase in the prices of metal-goods exports ' (weight 86) and 
in building costs ? (weight 14). The weights are the estimated 
proportions of these two types of capital goods in the 1948 invest- 
ment in the private ‘‘ productive ” sector of the economy as here 
defined. The index of prices of capital goods given by Colin 
Clark in National Income and Outlay was used to express invest- 
ment in 1926-36 in terms of 1938 prices. 

5. The estimates of investment in the private “ productive ” 
sector of the economy in 1948 are based on I.P.C. data.* In a 
number of cases where the necessary breakdowns are not given, 
the estimates are largely guesses, but the final results are unlikely 
to be affected to any material extent. As regards the 1948 
figures for (a) new building in the private “ productive ”’ sector of 
the economy and (b) repairs to all private and public buildings, the 
estimates based on the I.P.C. report were checked against a 
(partly) independent estimate (based on the output of the Build- 
ing and Civil Engineering Industry) prepared by the Ministry of 
Works. The differences between the two estimates were of the 
order of only 5—10%, the Ministry of Works being the higher ones. 

A. P. ZENTLER 

London. 

1 Monthly Digest of Statistics. 2 Ministry of Works index. 

* These estimates are in no way official; they were computed by the under- 


signed from data available to him whilst on the Central Economic Planning Staff 
at H.M. Treasury. 
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Yet ANOTHER NOTE ON THE HARROD-—DoMAR Mopet 1 


In accord with Mr. Harrod we may define a warranted rate 
of growth of national income to be one which will eliminate excess 
investment demand (positive or negative). This concept may be 
useful for policy, because when investment demand is sufficiently 
great to absorb that part of the product which is produced but 
not demanded for consumption purposes (realised saving), as by 
definition would be the case were national income growing at a 
warranted rate, over-production or under-production cannot 
occur.” 

How is it that the proper rate of growth of income will produce 
this result? In the Harrod-Domar system realised saving 


Investment 


Investment 
Demand 





Realised 
Investment 








Ww Rate of Change 
of Income 


Fria. 1 


(= realised investment) depends only on the level of income 
(via the propensity to save), and is not at all influenced by its 
rate of growth. Investment demand, on the other hand, is by the 
acceleration principle an increasing function of the rate of growth 
of income. Hence if investment demand falls short of realised 
investment (over-production) an increased rate of growth of 
income can set things right. For this will increase investment 
demand and leave realised investment unaffected, so that at some 
unique level of rate of growth of income (OW in Fig. 1), the former 
will catch up with the latter. 

1 See R. F. Harrod, “‘ An Essay in Dynamic Theory,” Economio JouRNAL, 
Vol. XLIX, 1939; the same author’s Towards a Dynamic Economics, Macmillan, 
London, 1948; Evsey Domar, ‘‘ Capital Expansion, Rate of Growth and En- 
ployment,” Econometrica, Vol. 14, 1946. This paper arose out of discussions at 
the Salzburg Seminar in American Studies during the summer of 1950. I par- 
ticularly remember the contribution of Mr. Alan Day. 


2 But cf. Ralph Turvey and Hans Brems, “‘ The Factor and Goods Markets,” 
Economica, Vol. XVIII, 1951. 
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This at once yields the over-production paradox, which 
states that there will be too much produced when and only when 
production (national income) is growing too slowly. Thus in 
Fig. 1 with OW the warranted rate of growth, too slow an ex- 
pansion of output (rate OS) will lead to excess investment supply 
TU, ete. 

However, it may indeed be doubted that realised investment 
will in fact behave as in the Harrod—Domar model. In practice, 
realised investment may well be affected by the rate of increase 
of income. To see this it is perhaps best not to focus attention 
on the portion of investment consisting of additions to inventory, 
since recent literature has almost exclusively emphasised its 
dependence on consumption (and hence savings) decisions. 
The level of that portion of investment which consists in the output 
of machinery, plant and working capital is, however, more 
obviously dependent on the decisions of the manufacturers of 
these items. Now it seems highly implausible that manufacturers 
of producers’ goods will never expand their outputs in response 
to an increase in the rate of expansion of national income if ex- 
perience points to this as a conjuncture favourable to the profitable 
sale of their wares, i.e., if they expect an increase in investment 
demand with an increased rate of growth of output. But if the 
output decisions of investment-goods producers are affected by 
the rate of growth of total output, then realised investment 
must (by definition) be affected thereby.* 

Mr. Harrod reaches the contrary conclusion by assuming 
that the level of ex-ante saving depends on the level (and not 
the rate of change) of income, and that planned saving is always 
equal to realised saving (investment).2 The result follows at 
once. But certainly the latter premise, at least, is questionable. 
A change in the rate of growth of income may cause saving 
expectations. to fail to be realised because the expected level of 
income may itself not materialise as a result of the effect on output 
in investment industries. 


1 IT do not mean to imply that because investment output will be aimed at 
meeting investment demand it will in fact succeed in doing so. I do not seek to 
assume away unintended additions to inventory in calling the reader’s attention 
to other types of investment. Were investors’ desires always met, every rate 
of growth would be warranted and our problem would not arise. I am, in effect, 
asserting that both justified investment and saving ex-ante will generally differ 
from their ex-post value. Cf. the model in my “ Notes on Some Dynamic 
Models,” Economio JouRNAL, Vol. LVIII, 1948, and Turvey and Brems, op. cit. 

* But cf. his most recent paper, where alternative assumptions are briefly 
considered: ‘‘ Notes on Trade Cycle Theory,” Economic JournaL, Vol. LXI, 
June 1951, p. 269. See also below. 
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If, then, realised investment, like investment demand, js 
dependent on rate of growth of income, there may no longer be 
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Investment 


Investment 
Demand 








Fia. 2 


a unique warranted rate of growth of income. There may be 
no warranted rate (Fig. 2), or there may be several (OW and 
OW’ in Fig. 3). 

There is also the possibility (over-investment theories of the 
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cycle?) which may perhaps materialise late in the boom with 
over-confidence of investment-goods producers, that realised 


1 Sidney Alexander seems to raise the same problem of the existence and 
uniqueness of the warranted rate in his interesting “‘ Mr. Harrod’s Dynamic 
Model,” Economic Journal, Vol. LX, December 1950. However, the similarity 
is only verbal, since our definitions of the warranted rate (both of which are 
consistent with Mr. Harrod’s concept) are entirely different. Dr. Alexander is 
concerned primarily with the actual time path of income predicted by the Harrod 
system, as I am in my “ Formalisation of Mr. Harrod’s Model,’’ Economic 
JouRNAL, Vol. LIX, 1949. He thus defines a warranted rate as one which, once 
attained, will induce entrepreneurs to behave so as to preserve it. Here I am 
largely discussing the policy implications of the Harrod argument. In his latest 
article (ibid.) Mr. Harrod employs Dr. Alexander’s definition. 
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investment will rise by a greater amount than will investment 
demand in response to a given increase in the rate of growth of 
income (Fig. 4). In this case excess investment supply (over- 
production) can be eliminated only by a slowing down of the rate 
of expansion of total product, and not by acceleration of output 
as in the Harrod—Domar model. Here, then, the over-production 
paradox disappears. Thus in Fig. 4, too slow an expansion of 
income, OS’, results in an excess investment demand given by 
T’U', ete. It follows that in the general case our advice to 
policy-makers cannot be as unequivocal as earlier discussion 
seemed to suggest. Thus the fact that there is an excess supply 
of goods can call either for a stepping up or a slowing down of the 


Realised 
Investment 
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“ Investment 
Demand 








expansion of income, and @ priori analysis alone cannot tell us 
which is appropriate. 

Here? the Harrod argument asserting the instability of the 
warranted rate no longer applies (though the result may still 
hold). The Harrod argument is that if production increases more 
rapidly than is warranted, where the over-production paradox 
holds, manufacturers will find that they have not produced 
enough to meet demand. This will lead them to accelerate 
output even more, and so the warranted rate of growth will be ever 
further departed from. A similar mechanism would aggravate 
departures from the warranted time path in the downward 

? Dr. Alexander disputes my earlier assertion that equality of ex-ante and 
et-post savings is crucial in the Harrod system (ibid., p. 730). He does this by 
proving that this premise is not a tautological consequence of the Harrod results. 
The sense in which I consider the assumption to be crucial is, I hope, adequately 
illustrated by the case now being discussed. 


* For the argument of the next two paragraphs I am indebted to Messrs, 
Gurley, Powell and Trescott. 
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direction, so that given the producer-expectation pattern described, 
the warranted rate once departed from will be left farther ang 
farther behind. 

Since the over-production paradox disappears in the cage 
illustrated in Fig. 4, 7.e., the case of over-stimulatable investment. 
goods producers, this result does not hold there. On the contrary, 
a departure from the warranted rate in the upward direction will 
result in excess supply, so that a producer-expectation pattern 
similar to that just discussed will lead to a slowing down of the 
rate of expansion of output, i.e., a movement back towards the 
warranted rate of growth. Thus, here on the Harrod expectations 
assumption, producer reaction will be in a stabilising direction. 

However, this may not be the end of the story. In the 
present case saving ex-post will generally differ from saving 
ex-ante, even when income is increasing at a warranted rate. 
Roughly this is because, on the usual assumptions, desired saving 
will be dependent on the level and independent of the rate of 
change of income. Thus only if income happens to be at that 
level which makes savers want to save W’R’ (Fig. 4) will the latter 
be satisfied with ex-post results. If savers are in fact dissatisfied 
and begin trying to “ beat the system ”’ by attempting to anticipate 
their incomes more accurately and adjusting their savings (con- 
sumption plans) accordingly, the warranted rate may well trace 
out a non-equilibrium time path.” 

Finally, it may be of some little interest to inquire what 
happens to the equilibrium income time path if realised investment 
behaves in the manner just considered (the ‘“ over-stimulatable 
investment-goods producers” case). It will be recalled that 
in the Harrod—Domar model continued adherence to a warranted 
rate of growth calls for a time path of income which shoots 
upward at a roughly geometric rate. The following very simple 


1 See the last footnote to this paper. Mr. Harrod argues in his most recent 
article that with ex-ante and ex-post saving not necessarily equal his conclusionsstill 
hold: ‘* An excess expansion of output must either make ex-post saving exceed ét- 
ante saving or ex-post investment fall short of desired investment or both; in either 
case the consequential adjustment would be towards further expansion, assuming 
that if people found that they were saving more than they meant to, they would 
be led pro tanto to give some more rein to consumption ” (op. cit.). We have just 
argued that ex-post investment may in this case plausibly exceed desired invest- 
ment and thus make for output contraction. Mr. Harrod is still assuming iD 
effect that the curve of desired investment slopes upwards more steeply than 
the curve of realised investment, in which case the argument does, indeed, hold. 

2 J.e., there would, in Alexander’s sense, be no warranted rate since it would 
be impossible for savers and investors both to be satisfied with any time path 
for any length of time. 

% See any reference in the first footnote to this paper. 
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model of a (special) situation of the sort discussed in the preceding 
three paragraphs yields an equilibrium time path which 
asymptotically approaches a constant level : 

Let Y, represent national income at time, ¢, and let a, b, c 
and d be any constants satisfying the inequalities given below. 

We then assume 


realised investment at time ¢ = a(Y, — Y,_,) + 6¥:+d, b>0, 


and 
investment demand at time t = c(Y, — Y,_,),; 0 <¢ <a. 


The warranted rate of growth of income requires investment 
demand equal to realised investment at any time, ¢, 7.e., 


a(Y, — Y,-,) + bY, +d =c(Y, — Y,-,) 


i. a d 

~a@—et+b6 * a—cet+b 

Since by the hypotheses on the constants the coefficient of 
Y,., is positive and less than unity, it follows at once from the 
most elementary theorems on difference equations that Y, will 


approach a constant level asymptotically. 
Wim J. Baumon 


Y, 


Princeton University. 


1 See, e.g., Chapter 9 in my Economic Dynamics : An Introduction, Macmillan, 
New York, 1951. 

We have in fact 

a—c $ d 
v= [5255] %-% 
which approaches —d/b as ¢ increases. We would perhaps expect d (the level of 
investment that would be realised if income and its rate of change were both 
zero) to be negative. The result can be used to indicate why saving desires may 
not be satisfied with a warranted rate of growth. On the usual assumptions 
we have approximately, desired saving at time t= sY;,,O0<e<1. With 
income rising at a warranted rate, investment ex-post will be equal to investment 
demand as given above, so that if investment (saving) ex-post is to equal desired 
saving we must have 
sY; = clY; — Y.4] 

which is the condition giving the warranted rate of growth in the usual Harrod 
case (cf. my 1948 article, op. cit.). This, as mentioned above, requires income to 
rise at a constant geometric rate, and hence it cannot be satisfied, since, as just 
indicated, a warranted income time path will in the present case approach a 
constant level asymptotically. Indeed, by drawing paths of the types in question 
the reader can readily see that the income time path which would involve 
satisfaction of savers’ plans and the warranted time path can coincide at only 
one point in time. Note that the model deals only with a special case, con- 
vergence resulting from the hypothesis on b. 
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THE EFFECTS OF WAGE-CUTS ON EMPLOYMENT 


THE following note has been prompted by the stimulating article 
by R. C. O. Matthews in the September 1951 issue of the Journat, 
They are in the nature of paraphrases or perhaps slight additions 
to his main argument. 

1. The condition that wage-cuts do not create any further 
** expectations ’—either of further falls or of subsequent revisions 
of the original fall—seems in need of clarification. It is perfectly 
possible to say that wage-cuts leave expectations—in the narrower 
technical sense—unchanged, and yet may have a distinctly 
stimulating effect on employment. It is conceivable that wage- 
cuts serve as an economic “signal,” indicating to producers 
generally that the bargaining position of labour is weak and that 
as a result labour is going to be “ reasonable ”’ in the immediate 


99 


future. The weaker bargaining position and increased reasonable- 
ness of labour need in no way relate to wage-rates alone. Such 
matters as an unwillingness to strike or absence of resistance to 
technical improvements may be more important to prospective 
investers than the level of wages, and raise the marginal efficiency 
of capital quite sharply. All this is perfectly compatible with 
absence of expectations on wage-levels. 


ce 


The idea of such economic “signals”’ is by no means un- 
known. In particular, it has been applied to discount policy and 
changes in short-term rates of interest. In trying to explain the 
effect of rising short-term rates of interest in reducing booms— 
even though such changes were operating on the “‘ margin of a 
margin of a margin,” as Keynes so rightly pointed out—it has been 
widely accepted that their main effect is that of serving as a 
“‘ signal,’ containing in itself an indication that the government 
was determined in other ways as well to reduce the level of effec- 
tive demand and reduce balance-of-payments pressure. Why 
should not this idea of a “ signal” also apply to wage-changes ! 
It is quite possible that the level of money wages is a short-hand 
expression which in the mind of businessmen stands as a con- 
venient (and perhaps the only possible) summary of a great many 
other things which altogether make up a “ business climate ” or 
*‘ investment climate.” 

2. The condition stipulated by Mr. Matthews for an increase in 
employment as a result of wage-cuts, namely that the marginal 
propensity to invest may be greater than zero, and thus total 
expenditure by entrepreneurs increased by more than their in- 
creased profits, is perhaps more plausible than Mr. Matthews 
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seems to assume. By relegating this possibility to a footnote, 
Mr. Matthews seems to doubt its realistic application. Yet, is 
this really far-fetched? Investment takes place typically from 
non-distributed profits, not openly placed to reserve. A typical 
form which such prestige investment takes is by integration, 
especially vertical integration.1_ Now, in the conditions considered 
by Mr. Matthews, profits will rise by the extent of the wage- 
cut, and at the same time also the need for replacement reserves 
will fall because of the fall in wages and prices. Thus, the funds 
available for “‘ prestige investment ” are increased by more than 
the amount of the wage-cut. If, in addition to this, we add the 
greater ability of firms to obtain additional outside funds (not 
only by loans from banks, as mentioned by Mr. Matthews, but also 
through capital), a plausible setting for a marginal propensity to 
investment greater than zero is created. This also creates the 
possibility of a cumulative upward movement of employment and 
real incomes following upon a wage-cut. 
H. W. SINGER 
United Nations,” 
New York City. 





THe EFFECTS OF WAGE-CUTS ON EMPLOYMENT: A COMMENT 


In his article entitled “The Effects of Wage-cuts on 
Employment ” * Mr. Matthews maintains that “a fall in money 
wage-rates will, in the first instance, bring about a rise in employ- 
ment, even if real wage-rates are maintained at the original level 
as the result of the fall in prices”’ (p. 507). This result will 
obtain if money income remains unchanged in the face of falling 
marginal costs and prices. Only one special assumption is 
introduced to secure these two desired conditions: the marginal 
propensity to consume of the entrepreneurial class is to be equal 
to that of the wage-earning class. It would seem that, as stated, 
the argument is not quite capable of producing the conclusions 
drawn from it. 

“The results of the wage cut at the first stage,” writes 
Mr. Matthews on p. 506, ‘‘is only to produce a change in the 
distribution away from wages in favour of profits.” This will 

1 In a depression, perhaps, especially forward integration. 

? The author is a member of the United Nations Secretariat, but the views 
expressed in this note are his private opinions and do not necessarily reflect the 
views of the United Nations Organisation. 


* THE Economic JouRNAL, No. 243, Vol. LXI, pp. 505-17. 
No. 246—voL. Lxm. 
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be so only as long as “ the first stage ” is the period during which 
the cut in money wage-rates has not had any effect on prices so 
that “‘what has not been paid to wage-earners remains in the 
hands of entrepreneurs ” (ibid.). But if this stage is to continue 
long enough for prices to fall in response to the decline in marginal 
costs, then profits, too, must fall, and with them money income 
and effective demand. On the assumptions made, a cut in money 
wages may result either in an unchanged level of money income, 
if prices do not follow wages downward, or in a fall in prices, if 
there is no attempt to keep money income intact by attributing 
to the profits of entrepreneurs the amount by which the wage-bill 
has been cut. It is hard to see how the money-income cake can 
remain whole while at the same time a slice of it is being cut by 
the sharp edge of a price-fall. Mr. Matthews wants to have the 
best of two mutually exclusive worlds when he writes that 
** Marginal costs being lower, prices will fall and output will rise 
in the same proportion as prices have fallen, because money 
income remains the same ”’ (p. 507).1 

If this criticism is justified, then one cannot agree with 
Mr. Matthews in his conclusion quoted in the first sentence of 
this comment. Yet Mr. Matthews’s further argument about the 
“ pump-priming ”’ effect of a cut in money wage-rates and about 
its usefulness as a possible stimulus to recovery in the slump is 
based precisely on this proposition. Doubts about the wisdom 
of a policy of cuts in the money wage-rate still persist, even if 
the policy is to be confined to the treatment of purely cyclical 
unemployment. 

Steran STYKOLT 


University of Toronto. 





THE Errect OF WAGE-CUTS ON EMPLOYMENT: A REJOINDER 


I am not sure that I have followed Mr. Stykolt’s reasoning 
correctly; but I suspect that the difficulty has arisen because 
I did not make sufficiently clear that the argument (at the point 
questioned by Mr. Stykolt) turns on the assumption of there 
existing some lag or lags in the circular flow of incomes. The 
case I had in mind was something as follows : wages are paid at 
the end of each “ day ” and spent the following ‘“‘ day.” Then 
on day 1 when the wage-cut is made, the rate of wage-earners’ 
expenditure is determined by the old wage-rate, and does not yet 


1 Writer’s italics. 
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fall; but at the end of the day wage-earners receive lower wages 
than previously, and entrepreneurs therefore find that the day’s 
profit (takings less outgoings) has exceeded the previous day’s 
profit by the amount of the fall in the daily wage-bill. These 
extra profits are spent on day 2 and offset the decline in wage- 
earners’ spending on that day; output accordingly rises, since 
marginal costs have fallen. 

Mr. Stykolt supposes that to-day’s spending by entrepreneurs 
is a function of to-day’s profits; whereas I assume it to be a 
function of yesterday’s profits, which in turn depend on the 
difference between yesterday’s wage-rates (determining yester- 
day’s costs) and the day before yesterday’s wage-rates (determin- 
ing the level of wage-earners’ spending yesterday). Evidently 
the shorter the “day” the smaller the pump-priming effect, 
until in the limiting case where the ‘‘ day” approaches zero 
duration the inflationary stimulus tends to disappear. 

I agree that in some cases the lag may be short and the 
inflationary effect small. In principle, however, there must 
always be some lag in the circular flow of the sort assumed, 
and so long as there is (and the other specified assumptions are 
satisfied) there will always be some inflationary stimulus which 
might in certain cases (cf. pp. 511-12) give rise to a cumulative 
upward movement. 

R. C. O. MatrHews 

St. John’s College, 

Cambridge. 





THE Great INDUSTRIAL BELT 


May I comment briefly on the article entitled “‘ The Great 
Industrial Belt,’ by Mr. A. C. Hobson, which appeared in the 
Economic JOURNAL of September, 1951 ? 


I 


The first part of the article gives figures showing changes of 
population for the belt and other parts of the country between 
1931 and 1949. Table I shows that the belt contained no larger 
share of the total population of Great Britain in 1949 than in 
1931. Table II is deemed to show that between 1931 and 1949 
“,.. population is becoming more evenly spread among the three 
sections” (p. 566). What it actually shows is, outstandingly, that 
the midland section gained population (23-3-25-1%) at the ex- 
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pense of the northern section (36-5-34-8%), while the southern 
section retained an almost unchanged share. Therefore, the 
northern part of the belt contracted relatively. The table does 
suggest also that there was some spreading out of population 
within these sections. But such spreading was meagre and 
slow. What is surely more significant is that, in the midland 
section, Warwickshire and Staffordshire somewhat increased 
their 1931 share of nearly one-half of the entire sectional popula- 
tion; while in the southern section the four largest—and most 
southerly—counties increased their 1931 share (43-1—-51-6%). 

Table III brings out the telling fact that, while between 1931 
and 1949 the population of the country generally rose by 8-9%, 
that of the belt rose by less—8-6%,. 

Table IV shows the population changes in the belt and the 
remainder of Great Britain. One finding is arresting. It is 
that, during the eighteen-year period, the part of England outside 
both the belt and north-east England was the only part of Great 
Britain that increased its percentage share of the country’s 
population. Plainly, it is this finding above all that should be 
stressed, and to which an explanation should be directed. But, so 
far as I can see, the article does not give the explanation. 


II 


In constructing his tables, Mr. Hobson uses figures of popula- 
tion change. For well-known reasons these do not accurately 
mirror industrial change. A better indicator is afforded by 
statistics of the insured population. As these are not based on 
administrative boundaries, they are not co-extensive with the belt. 
But a very rough approximation can be made. (This could be 
more exact if figures of individual employment-exchange areas 
were taken.) During 1932-37, the Ministry of Labour regions? 
containing the belt increased their share of the total insured 
population in the ratio of 100 to 101-1. Between 1939 and 1947, 
however, their share actually fell. Taking 1939 as 100, in 1947 
the index figure was 95-9. The Ministry of Labour regions ? con- 

1 These are—London and Home Counties; Lancashire; West Riding, 
Nottinghamshire and Derbyshire; Staffordshire; Warwickshire; Worcester- 
shire; Leicestershire; Northants. Those outside the belt are—Northumberland 


and Durham; Mid-Scotland; Glamorganshire and Monmouthshire; the rest of 
Great Britain. 

2 For 1939-47 the regions containing the belt are—London and South Eastern; 
Midland; North Midland; East and West Ridings; North Western; Eastern. 
Those containing the area outside the belt are—Southern; South Western; 
Northern; Scotland; Wales. Since writing the above, figures for individual 
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taining the rest of the country expanded from 100 in 1939 to 
103-3 in 1947. This post-1939 relative decline of the belt is 
significant. If figures of the insured population attached to 
manufacturing industry are used, the comparable results are 
that between 1939 and 1947 the numbers in the belt declined 
from 100 to 93-1, whereas those outside the belt expanded from 
100 to 104-8. Such results lead to the conclusion that since 1939 
the relative industrial importance of the belt has decreased. The 
results do not tally with Mr. Hobson’s findings—which were based 
on figures of civilian population. 


Il 


Mr. Hobson’s central conclusion is that “. . . if our aim is to 
put every new factory in its most economic location there is every 
indication that most of them will be situated within or near the 
great belt’ (p. 574). This implies that “ most ” new factories 
would have lower costs within the belt than elsewhere. But does 
not this call for evidence about costs? Noneis provided. Appar- 
ently, if I understand him correctly, Mr. Hobson takes the view 
that, because for some time past the belt has housed rather more 
than one-half of Great Britain’s population, it must in future 
be the area of lowest cost for most new factories. This view dis- 
regards location factors determining costs. Those location 
factors will not require the placing of “ most ”’ new factories in 
the belt. Thus, new factories which need to be near native raw 
materials will often go outside the belt because those materials 
(chiefly coal, other minerals and chemical materials) are prolific 
there. Again, new factories in the many industries which find their 
cheapest location in and near ports often will have to go outside 
the belt. Other new establishments in industries needing coastal 
locations—e.g., shipbuilding and its diverse ancillary industries— 
will, for cost reasons, frequently elect to go outside the belt. A 
number of new factories will make products which tie them to 
local areas outside, as well as inside, the belt. These cases are 
obvious. Less obvious is the fact that the belt contains only a 
moderate number of industries employing more than its share of 
the national total of insured population. This suggests that over 
a fairly wide range of industries locations outside the belt have 
costs as favourable as locations inside it. New firms in these can 





employment-exchange areas have become available. These show that the belt’s 
share of Great Britain’s insured population fell from 100 in 1939 to 97-1 in 1947, 
while the share of the area outside the belt rose from 100 to 101-3. 
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therefore locate themselves elsewhere than vithin the belt without 
economic damage. Finally, it is well recognised that there is a 
wide range of lighter industry which can, and does, take locations 
in different parts of the country because costs at these do not 
vary materially. 

So much for private costs. But Mr. Hobson’s contention that 
most new factories should be sited within the belt would cause 
greater outlays on community (7.e., social) costs than if his con- 
tention were rejected. For the natural increase of population in 
the belt would be insufficient to man both the old industries and 
the influx of ‘‘most’”’ of the new firms. Indeed, probably large- 
scale migration from elsewhere would be necessary—larger if the 
new industries should prove to be more expansionary than the 
old industries elsewhere. Such migration would necessitate 
equivalent new community capital equipment in the belt—not 
only for community services for the incoming labour, but also to 
extend the various essential community services needed by the 
new factories. But such community capital which now exists in 
the areas from which the migrants would move would be deserted 
—and wasted. If the costs in economic resources of this double- 
sided transaction in community capital were reckoned, it would 
—in proportion to the returns from it—roundly exceed the cost 
in economic resources of establishing part of the new factories 
outside the belt and so rendering such large-scale migration of 
people unnecessary. In effect, the mistakes of the inter-war 
period of duplicating community capital and allowing it to run 
to waste in the then “‘ depressed areas ’’ would be repeated—but 
almost certainly on a greater scale. On top of all this, if the 
trends of 1939-47 are a guide, the new factories would go to the 
more congested parts of the belt. That would cause greater 
industrial and social congestion even than exists now. Nobody 
has counted the costs of such congestion in economic resources. 
But they are certainly too heavy to neglect. And the belt 
contains some of the most congested parts of the country. 


IV 


Mr. Hobson criticises the policy of introducing light industry 
into the Development Areas. He says that while— 


“In the 1930s many of the expanding light industries 
could perhaps have functioned almost as efficiently in 4 
‘depressed area’ as in, say, London... . To-day this is not 
the case. Transport charges are much higher, national 
wages agreements remove the labour-cost incentive . . . and 
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declining birth-rates and the raising of the school-leaving age 
have taken away much of the juvenile labour supply. Thus 
whatever the truth about ‘foot-loose’ industries in the 
1930s it is doubtful whether there are many of these to-day.”’ 
(Pp. 573-4.) 


The short answer is that during the five and a half years 
1945-50 (December), business enterprisers either started in or 
transferred to Development Areas 1,170 projects, each requiring 
over 5,000 square feet of factory space. Another 672 had received 
sanction by the end of 1950.1 The yearly average of both is 335 
projects. While such new developments were certainly helped 
by various inducements, even altogether these amounted to but 
a small fraction of private costs. Therefore, the enterprisers 
concerned must have decided that their costs in the Development 
Areas would not be so different from elsewhere as to impair their 
competitive power. Some may have calculated wrongly: but 
not the majority. And experience of the working of the Distri- 
bution of Industry Acts suggests that there are no reasons to 
agree with Mr. Hobson that transport and labour costs are so 
much higher as to justify his contention that “. . . it is doubtful 
whether there are many of these (i.e., foot-loose industries) 
to-day.” Itis possible, indeed, to go farther, and to say that since 
1945 light industries have shown a high degree of mobility. For, 
up to the end of 1950, in the country as a whole, 7,928 projects 
for industry requiring new factory space (each over 5,000 square 
feet) had been approved. Of these, more than one-half concerned 
locations outside the belt, and a substantial number represented 
the geographical movement of light industry. 

Mr. Hobson does not say much about the advantages of the 
policy of introducing new industry to the Development Areas. 
He thinks that new female-employing industry is probably 
justified, and that industry which mainly employs males but 
suffers decay should be temporarily buttressed by subsidised 
new industry (p. 575). But I regret that he overlooks such eco- 
nomic advantages of Development Area policy as the not 
unsubstantial addition to industrial output obtained since 1945 
by putting idle resources to use in the Development Areas (in- 
cluding fixed capital equipment and immobile labour); the 
avoidance of losses of output, and rises of costs, through reducing 
the excess of demand over supply in over-employed areas; the- 
stimulation of greater efficiency in the Development Areas’ basic 
industries (e.g., because the new industries compel a less-prodigal 


1 This does not count projects going into war-time factories. 
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use of labour by basic industries, stimulate the adoption of labour. 
saving devices and encourage the giving up by labour of restric. 
tive practices); the fostering of new types of industrial enter- 
prises some of which may later expedite technical progress; the 
advantage of requiring the new industries to stand on their own 
feet in consequence of a refusal to contribute towards their costs 
more than to a minimal extent; and last, but not least, the 
diversification of the industrial composition of the Development 
Areas—so adding to their industrial flexibility and arming them 
to resist heavy localised unemployment which, directly and 
indirectly, caused such a lamentable loss of output and social 
well-being in the dark thirties. 
JOSEPH SYKES 
University College, 
Exeter. 





THE GREAT INDUSTRIAL BELT: A REJOINDER 


THE article on the Great Industrial Belt sought to do three 
things : 


(1) To bring out the size of the vast concentration of 
population bounded roughly by Preston, York, Southend 
and Swindon. 

(2) To make some assessment as to the economic import- 
ance of this area and to show that there are powerful forces 
working to strengthen it. 

(3) To suggest that the policy of the last twenty years in 
moving industry into the former depressed areas may be 
working against the trend of economic development. 


(1) The article showed that this area in 1949 contained about 
57% of Great Britain’s population—the 1951 Census shows that 
the percentage has remained roughly the same. Table IV on 
p. 568 showed that over eighteen years this area had expanded 
by 8-6% as compared with 8-9% for Great Britain as a whole. 
The table also showed that Scotland, Wales and the North-east 
declined in importance, while the area marked the “ remainder 
of England ”’ (the area outside both the Great Belt and the North 
East) increased by 14:9%. Professor Sykes suggests that it 

‘would be more significant to explain this 14:9% expansion, 
implying that there is a strong economic current running against 
the Great Belt area. This increase of 14-9% occurred for 4 
variety of reasons. Some areas expanded because of military 
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establishments, others, like East Sussex and the area around 
Scarborough, probably because of the increasing number of 
elderly people who went to live there upon retirement. Other 
areas such as those to the north of York can be accounted for 
because of overspill, while the increased importance of agriculture 
would affect many areas. Some of the area adjacent to the Great 
Belt showed large increases of population—partly because of 
industrial expansion. Thus Shropshire increased by 19%, the 
parts of East England adjacent to Nottinghamshire and Leicester- 
shire by 18%, Cambridge by 25% and the Bristol area by 13%. 
A more detailed study of the population changes in the “ re- 
mainder of England ” would not in any way weaken the signi- 
ficance of the Great Belt area and would probably emphasise its 
importance still further (as was pointed out on p. 568). 

Neither does attention to the insured population figures 
weaken its importance. It is true that in 1947 the insured- 
population figures for the six regions that roughly coincided with 
the area had shown a relative decline. However, if we take the 
figures up to 1950 we find : 


Insured Population of the Six Regions 


(Expressed as a Percentage of Great Britain) 





Year. M. | F. 





ee a 67 |B 
ne oy 66 70 
A 68 72 











There is clearly no diminished importance here. 

(2) The second feature of the article was to try to throw some 
light on the economy of this area. While there is plenty of in- 
formation dealing with this area from a geographical point of 
view, there is not a great deal of information from an economic 
point of view. However, there is some information. Professor 
Florence outlines the organisation of the Birmingham industries 
and shows how in the motor industry, tyres, elecirical fittings, 
castings, etc., are obtained from other firms in the vicinity. 
These firms in turn draw upon the cotton industry, the non- 
ferrous-metal industry of Birmingham and the steel alloys of 
Sheffield. Much the same structure is found in the woollen and 
cotton industries and in some of the industries in and around 
London. Silverman (Studies in Industrial Organization) shows 
how the hosiery and boot and shoe industries are interwoven with 
neighbouring industries. Professor Sykes asks for information 
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about costs in view of the contention on p. 574 that “ if our aim 
is to put every new factory in its most economic location there ig 
every indication that most of them will be situated in or near the 
Great Belt.” Again there is not a great deal of information 
about costs, but what there is (with supporting information) does 
point to the truth of the above statement. First, we can mention 
the fact that nearly all the expanding twentieth-century industries 
found it expedient to settle in or near this area. Secondly, we can 
show from the detailed reports of the Coal Board that this area 
offers the brightest prospects for an abundant supply of cheap 
coal. Thirdly, we can show that the steel industry (Hconomist, 
16.2.52) places a levy on output and uses the proceeds—some 
£50 m.—to subsidise the high-cost plant in coastal sites using 
imported ore and scrap. The Economist suggests that there should 
be a public inquiry into the cost structure of this industry, plainly 
hinting at the fact that there should be more emphasis on pro- 
ducing low-cost steel from home ores. Much of the post-war 
development in the iron and steel industry has been in coastal 
areas, and we cannot help asking, in view of the present shortage 
of imported ore and scrap, whether this has meant the best use 
of our resources. 

There is no indication that the Great Belt has in any way 
weakened its economic pull. Its accumulation of skill, capital, 
coal, iron ore and the abundant supply of social and cultural 
activities in the great conurbations cannot be ignored. Its 
importance cannot be minimised by showing that 1,170 projects 
have transferred to Development Areas. Many of these removals 
took place because of social pressure, and many occurred in the 
days of the seller’s market immediately following the war. To- 
day much more attention has to be given to cost. It is pertinent 
to ask how many of these factories are subsidised (like steel and 
coal) by low-cost plants in or near the Great Belt area. While 
in every industry there will always be high- and low-cost plant, it 
should surely be our aim, whenever possible, to get the average 
cost down by expanding in the low-cost locations. 

Finally, in spite of all the new industries, Scotland, Wales 
and the North had in May 1950 an unemployment rate that was 
about three times that of London and the South-east, and six to 
seven times that of the Midlands. In addition, there was, in 
Wales and the North, heavy underemployment of females. 

(3) The third point in the article suggested that we should 
be prepared to modify our location policy. The present policy 
of moving industry was laid down in the 1930s. Since then we 
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have acquired much more knowledge about the working of our 
economy (although still not enough), and much more attention 
has been paid to problems of productivity by employers, pro- 
fessional associations, trade unions, political parties and by the 
Ministry of Education. Firms are being urged to apply the prin- 
ciples of scientific management so as to reduce waste and im- 
prove output. In some cases, e.g., coal, the whole industry is 
being replanned on scientific lines. We should surely endeavour 
to apply the same principles to other industries and to the nation 
as a whole. This means that we shall have to face up to the 
question of the most economic location for our industries, and it 
seems impossible to do this without some mobility of population. 

This, however, raises the question of social costs. The argu- 
ment here is that population movements will entail a loss of social 
capital in the exporting areas and a costly investment of social 
capital in the importing areas. Professor Sykes argues (and he 
is not alone) that from a national point of view it is cheaper to 
place industry in high-cost locations and use existing social 
capital than to place industry in low-cost locations and build 
new social capital. This argument, however, is a short-term one 
only. Social capital needs a continual renewing—why not plan 
for a gradual transfer of population and build the social capital 
around the economic location? The argument also assumes that 
the social capital is of good quality. This, of course, is not 
always the case. Much of the social capital in the North, Scot- 
land and Wales is of very low quality, and whole areas need re- 
building to conform to modern standards. Is it going to be any 
cheaper to rebuild whole areas than to expand towns like Rugby, 
Grantham, Luton or Gloucester? Professor Sykes gives no 
indication as to the relative cost of these two operations. 

It is quite true that the three main Development Areas have 
benefited considerably from the policy of steering in new industry. 
Unfortunately they have not benefited enough. With their 
higher unemployment rate, their underemployment of females 
(except Scotland) and their poor social capital with its very high 
T.B. rate, they are well behind the rest of the country. They 
have been led to expect new industry, but this has not been 
coming in sufficient quantity because of the economic pull of the 
Great Belt area. Should we not face up to this fact and place 
more emphasis on mobility of population? Move new industries 
into the former depressed areas by all means—even subsidise 
them where the social capital is good and where there is a shortage 
of female employment. But at the same time arrange (with 
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state assistance) for a gradual transfer of population. This wil] 
ease the problem of the Development Areas, take people away 
from areas with poor social capital, and assist the expansion of 


industry in low-cost areas. 
A. C. Hopson 





OBITUARY 


FRANK DuUNSTONE GRAHAM 
1890-1949 


Frank DUNSTONE GRAHAM was a Nova Scotian by heritage 
and upbringing, and as proudly Scotch as any son of the old 
country. He was educated in the public schools of Halifax, 
Dalhousie University and Harvard. Much of this education 
was financed by his own efforts. Between secondary school and 
college he worked as clerk in a bank, where his quickness with 
figures and agility in discovering new ways of doing things gave 
him considerable leisure for private inquiry, and an enduring 
scorn for the plodding, conventional ways of bankers. At the 
same time it helped to provide him with a technical knowledge of 
the working of foreign and domestic exchange, a subject which 
formed a large part of his subsequent scholarly interests. He 
turned to economics after completing Law School and without 
undertaking to practise. During the period of his graduate study 
he taught mathematics and classics in preparatory schools and 
occasionally served as supply pastor for local churches. I have 
no doubt that his sermons were delivered with the utmost sincerity, 
but the fact that this arrangement made his week-ends gainfully 
productive appealed to his Scotch instincts as a very practical 
virtue. 

At Harvard Graham studied international trade under Taussig, 
along with an outstanding group which included Paul H. Douglas, 
Herbert Feis, Norman J. Silberling, John H. Williams and Jacob 
Viner. As was the case with several of the others, Graham’s 
doctoral dissertation was directed toward testing certain theo- 
retical hypotheses advanced by Taussig. Part of it was published 
in The Quarterly Journal of Economics in 1922, the first of a long 
succession of articles, monographs and books on the relation of 
monetary policies to economic activity, the best known of which 
is Exchange, Prices and Production in Hyper-Inflation, a study of 
the German experience with inflation after the First World War. 

Graham’s principal scholarly contributions relate to the theory 
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of international trade, monetary theory and policy, and employ- 
ment. He saw these areas as part of a continuous whole, and the 
emphasis currently given to each was largely determined by what 
seemed to be the most urgent need of the time. He regarded his 
attack on the theory of reciprocal demand as his principal contri- 
bution to economic theory. In its place and as “‘ a theory which 
does not require any such heroic contravention of patent truth,” } 
he offered a theory of supply based on opportunity cost. It has 
been described as ‘‘a major contribution to international eco- 
nomics . . . perhaps one of the most important innovations since 
the classical theory was first presented.” ? 

On the subject of money he is best known for his book on the 
German inflation, for his stand on flexibility of exchange rates 
and for his support of the plan for commodity reserve money 
designed to promote full employment along with relative stability 
of prices. His views on employment ultimately focused in the 
latter proposal, but were earlier identified with plans for promoting 
employment through barter arrangements and by a state guarantee 
to cover costs of producing goods in times of slack employment. 

Graham’s methods were as distinctive as his intellectual con- 
tributions, and equally important to an understanding of his place 
in the economic profession. To a certain extent he was an 
iconoclast. To a greater extent he was a man gravely concerned 
with the ills of the world, sure that his ideas could help to relieve 
them, and jealous of the time it took to secure the acceptance of 
those ideas. He may have been too critical of established, 
respectable ideas and insufficiently critical of what was uncon- 
ventional. If there was lack of objectivity in this it was the 
reverse of the unconscious bias of most economists and may have 
helped to establish a more even balance in economic thought. In 
many instances, as in connection with American silver policies, 
the gold standard, exchange rates, currency devaluation after the 
Second World War and relaxation of restrictions on individual 
freedom of choice, the weight of informed opinion tended to swing 
ultimately in his direction. 

Graham was greatly interested in applying the results of 
economic research. He took the lead in efforts to provide 
machinery whereby the expert knowledge of members of the 

1 Frank D. Graham, The Theory of International Values, Princeton University 
Press, Princeton, 1948, p. 3. This volume contains the final and major elabora- 
tion of his views on foreign trade and foreign exchange, and numerous references 
to his other writings. 


* Lloyd A. Metzler, “‘ Graham’s Theory of International Values,” The Ameri- 
can Economic Review, June 1950, pp. 303-4. 
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American Economic Association might be brought to bear on 
the solution of current national and international problems. At 
other times and places he worked unstintingly to secure the 
adoption of social and economic reforms. 

It was often Graham’s method to meet an extreme position by 
going to the opposite extreme. He was not one to equivocate, 
One may note the exaggeration in the title of a book published 
in 1932, The Abolition of Unemployment. Such statements as 
that his theory of international values is “ a complete refutation 
of classical doctrines” and that there was no transfer problem 
“* until it was manufactured ”’ are hardly scientific in tone. They 
are not even true. But no one can deny that they are emphatic. 
They are examples of a conscious technique of carrying the attack 
into the opposition’s camp. A disposition toward this type of 
polemics led more than once to blistering statements in the jour- 
nals and in public discussion. Behind these scathing attacks 
lay impatience with what he conceived, too hastily perhaps, to be 
failure to adhere to the strict logic of basic principles, undue 
deference to tradition or too easy acceptance of prevailing 
conceptions of what was practicable. 

If Graham was quick to react against what he considered ill- 
founded criticism of his own carefully worked out conclusions, he 
was no less ready to accord respect to the views of others, whose 
sincerity and competence he trusted, in the many areas of know- 
ledge which he did not presume to have mastered. The utmost 
kindliness when his sympathies were aroused, caustic severity in 
public debate, sincere intellectual modesty in fields in which he 
had not specialised, these were the manifestations of a complex 
and paradoxical personality. 

The same qualities that characterised Graham’s writings dis- 
tinguished his teaching. They made for great success with 
graduate students, but often left undergraduates floundering: 
beginning students were less adept at recognising the challenge 
he gave to existing views and at grasping the positive ideas 
offered in their place. 

I remember hearing Graham boom forth one time with, “ Well, 
I never thought that Shakespeare was much of a poet.” It was 
this quality of being willing to challenge any inherited assump- 
tion, to question the unquestioned, to direct one to look at the 
intellectual bric-a-brac with which we live and justify its reten- 
tion, that endeared him to his graduate students and made him 
so stimulating a teacher. ‘The case he would make for his uncon- 
ventional idea, while respectable, might not always be entirely 
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convincing, partly, no doubt, because of the natural reluctance 
to surrender long-accepted views. But convinced or not, the 
student was less likely thereafter to acquiesce without examina- 
tion in the preconceptions inherited from the past. In the course 
of the argument, Graham would probably have made a better 
case than any of his hearers could have done for the very position 
he was so boldly attacking. 

Graham will be remembered for his pointed wit, sometimes 
devastating but generally kindly. The favourite targets of his 
humor included the Brahmins among business-men and econo- 
mists, but similar barbs were often directed toward himself. 

One of the principal reasons for his success as a teacher of 
graduate students was his facility in disclosing economic theory 
as an instrument of economic policy. Much that he later pub- 
lished was first hammered out in discussions with students. One 
of the best examples of this method of developing his ideas was his 
analysis in the early thirties of proposed silver legislation. His 
article on “‘ The Fall in the Price of Silver and Its Consequences,” 
which appeared two and a half years before the passage of the 
Silver Act of 1934, could have saved the United States from that 
financial fiasco if it had been read, understood and acted upon by 
the responsible authorities in Washington—admittedly three very 
unlikely qualifications. But Graham did more than employ 
theory as a means of evaluating policies proposed by others. 
With Graham, as with Keynes and a few similarly seminal minds 
among economists, theory was the medium through which pro- 
posals for policy were conceived. 

As a fitting memorial to his work as a teacher, former graduate 
students established a fund to endow an annual lecture in 
economics to be given to the graduate group at Princeton by some 
visiting scholar. 

It may seem surprising that after being viewed as a leader of 
rebels, Graham later came to be regarded fairly widely as one of 
the economic conservatives. That has happened, of course, to 
other economists, usually because public opinion moved in one 
direction and their thinking in the other. In Graham’s case 
there was a different reason ; he possessed great loyalty to certain 
basic social concepts but was remarkably free from any commit- 
ment to particular economic institutions. He would have said 
at the start of his career or at the end: “Though it has many 
facets, freedom is essentially indivisible. In international affairs, 
we must therefore strive to reconcile the liberty of the individual, 
the sovereignty of states, and the welfare of the international 
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community.” 1 In terms of his own convictions, he was as 
consistent with that declaration when he rebelled against the 
gold standard as when he crusaded for 100° money, for a relaxa- 
tion of post-war control of foreign exchange and foreign trade 
or for commodity reserve currency. 

Along with his friend Henry Simons and a few others, Graham 
struggled with the task of adjusting economic thought and policy 
to times that had vastly changed, while still retaining the basic 
assumptions of classical doctrine concerning the freedom and 
dignity of the individual. It is typical that Social Goals and 
Economic Institutions, which contains the fullest statement of his 
matured philosophy, expresses views which would have been 
accepted by eighteenth-century liberals and at the same time advo- 
cates measures which twentieth-century liberals regard as rather 
heretical. 

The work of the economist who is also crusader, as some of 
the most notable economists have been, must be judged ona 
different basis from that of more cautious writers who undertake 
to weigh each sentence for its precise scientific purity. The 
important question is not whether the classical theory of inter- 
national values was completely refuted by what Graham wrote, 
even though in an exuberant moment he declared that it was. 
Nor is it a question of particular statements being proved false or 
incomplete. The significant issue is whether Graham succeeded 
in demonstrating major shortcomings in the classical analysis, 
shortcomings which were carried forward by writer after writer, 
and made substantial progress toward correcting them. The 
observation which concludes an extended review of his final book 
could be applied to his work as a whole: ‘‘ Even popular dis- 
cussion . . . will eventually be more intelligent because this book 
has appeared.” ? 

Graham was often out of step with the world and with other 
economists. Perhaps he was sometimes too sure that he was 
right. Certainly he was convinced that the world was mistaken 
on a great many points. He could have forgiven the world for 
that, as he bore with the mistakes of his students. What taxed 
his patience to the point of two nervous breakdowns was the 
world’s uncritical acceptance of assumptions and conclusions 
handed down from the past, its apathy toward what he felt to be 


1 Frank D. Graham, ‘‘ Fundamentals of International Monetary Policy ” in 
Postwar Monetary Standards (Herbert M. Bratter, Editor), Monetary Standards 
Inquiry, New York, 1944, p. 52. 

2 G. A. Elliott, “‘ The Theory of International Values,” The Journal of Political 
Economy, April 1950, p. 29. 
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intellectually demonstrable error and its tardiness in preparing 
for impending crisis. 

Frank Dunstone Graham was filled with an overwhelming 
concern for the economic ills of mankind. At the same time he 
entertained a deep conviction that these ills are largely remediable. 
The former is a key to the character of the man and his work, the 
latter something of the legacy he left to others. 

C. R. WHITTLESEY 
University of Pennsylvania. 





CURRENT TOPICS 


THE death of Sir Hubert Henderson, shortly after our last 
issue had gone to press, has, to our great regret, deprived the 
Royal Economic Society of its President and the country of one 
of the most vigorous and critical minds devoted to economic 
problems. We offer to Lady Henderson and his family our most 
sincere sympathy. 





We offer our best congratulations to Professor P. Sargant 
Florence on being appointed an honorary Commander of the Most 
Excellent Order of the British Empire. As an American citizen he 
is ineligible for the award of such an honour in the ordinary way. 
Professor Sargant Florence’s colleagues and friends on both sides 
of the Atlantic will know how richly this mark of distinction is 
deserved. His fellow economists will be particularly glad that 
the honour should have come to one among them who has always 
insisted that economics should be a science basing its principles 
on the close study of observed phenomena. 





Economic Writings of Jeremy Bentham. We apologise to 
Fellows for the confusion caused by the non-inclusion in the 
March issue of the notice inviting them to apply for copies. Last- 
moment reconsiderations of costs and prices made the expected 
announcement premature. 





Frances Wood Memorial Prize. The Council of the Royal 
Statistical Society offer the Frances Wood Memorial Prize, value 


£30, for competition in 1952. The Prize, the object of which is to 
No. 246—voL. Lx. a@ 
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encourage young investigators, is offered for the best investigation, 
on statistical lines, of any problem bearing directly or indirectly 
upon the economic or social conditions of the people. Such 
investigations might, for example, concern housing, food pro- 
duction and distribution, health and nutrition, conditions of 
work, output, incomes and expenditure, education, old age, 
Competitors must be under the age of thirty on January 1, 1952, 
but need not be Fellows of the Society. Choice of subject within 
the stated field lies with the competitor, but it is suggested that it 
should be from material obtained by original observation. Entries 
must be sent to the Honorary Secretaries of the Royal Statistical 
Society, 4 Portugal Street, W.C.2, from whom full particulars 
should be obtained not later than December 31, 1952. 





Tue National Institute of Economic and Social Research has 
appointed Mr. W. A. B. Hopkin as Director of the Institute. He 
will take up his duties on October 1, 1952. Mr. Hopkin is at 
present a member of the Central Statistical Office where he holds 
the rank of Chief Statistician. After graduating in the Economics 
Tripos at Cambridge, Mr. Hopkins entered the Administrative 
Class of the Civil Service. During the war he served in the 
Prime Minister’s Statistical Branch and he was subsequently 
Assistant Secretary of the Royal Commission on Population. 





THE following have compounded for life membership of the 
Royal Economic Society : 


Aga, J. P. Lamb, Y. M. Shah, A. M. 
Bayazit, S. McKenzie, Prof. Shah, S. C. 
Blease, K. A. C. L. W. Sharma, B. 
Kemp, M. C. Montgomery ,Prof.A. Simpson, E. 8. 
Kempff-Mercado, R. Partridge, J.R.P. Turvey, R. 


The following have been admitted to membership of the 
Royal Economic Society : 


Allan, J. J. Balasubramanian, Barry-Harmer, J. 
Anderson, P. A. L. P. 3. Bartlett, A. F. 
Armstrong, J. H. M. Balderston, F. E. Basu, S. 

Arthur, B. M. Banach, J. Begum, A. J. 
Ashabhai, P. R. Banerjee, M. Bellad, B. V. 
Baird, E. R. Barker, R. Birch, D. J. 
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Ezuma, O. 
Fernando, C. 
Fleet, R. D. 

Flinn, M. W. 
Flint, J. 
Galbraith, Prof. J. K. 
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Ganda, 8. D. 
Garlick, P. C. 
Ghosh, A. K. 
Gilday, M. M. 
Gill, G. S. 
Goff, T. H. 
Grant, R. I. 
Gupta, B. G. 
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Habbu, R. K. 
Hamamo, M. R. A. 
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Wall, D. A. 
Wallis, E. L. 
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Sharples, J. 
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The following have been admitted to Library Membership of 
the Royal Economic Society :— 


Agricultural Economics Service, Connecticut University. 
Bolton Central Library. 

Brighton Technical College. 

Chamber of Commerce of the United States. 

Chartered Institute of Secretaries. 

Combines Investigation Commission, Ottawa. 

Direccion General de Politica Economico, Buenos Aires. 
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Howard University, Washington. 
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National Diet Library, Tokyo. 
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THERE has recently appeared in the same series of Essays in 
International Finance as Mr. Harrod’s essay on The Pound Sterling 
a further essay by Professor S. H. Frankel on Some Conceptual 
Aspects of International Economic Development of Under-developed 
Territories. Copies may be had on application by serious students 
to The Institute of Colonial Studies, 10 Keble Road, Oxford. 





RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society (Series B) 


Vou. XIII, No. 1, 1951. On the Experimental Attainment of Optimum Con- 
ditions : G. E. P. Box and K. B. Witson (with Discussion). The Theory 
of Information : G. A. BARNARD (with Discussion). The Productivity of 
Machines Requiring Attention at Random Intervals : F. Benson and D. R. 
Cox. More Practical Methods for the Inversion of Matrices : L. Fox and 
J. G. Haves. On Least Squares Fitting by Orthonormal Polynomials 
using the Choleski Method: S. Rusuton. Computation and Inter- 
pretation of Multiple Regressions : B. WootF. An Extension Problem in 
the Theory of Incomplete Block Designs : M. P. ScHUTZENBERGER. Fac- 
torial Designs in Small Blocks Derived from Orthogonal Latin Squares : 
H. R. THompson and I. D. Dick. Some Simple Stochastic Processes : 
A. RAMAKRISHNAN. Estimation Methods for Evolutive Processes : P. A. P. 
Moran. The Random Division of an Interval—Part II: P. A. P. 
MorRAN. 

Economica (New Series) 


Vou. XIX, No. 73, Fespruary 1952. Factor Prices and International 
Trade: A. P. LERNER. A Note on Mr. Lerner’s Paper: I. F. PEARCE. 
Further Reflections on Retail Pricing: MARGARET Hatt and H. SmIru. 
Competition and Prices; a study of Groundnut Buying in Nigeria: 
P. T. BavER and B.S. Yamey. The Value of Bonus Issues: MARGARET 
Rix. The First London Dock Boom and the Growth of the West India 
Docks: W. M. STERN. 


The Manchester School of Economic and Social Studies 


Vout. XX, No. 1, January 1952. Science in the Study of Administration : 
W. J. M. Mackenzie. British Social Income Estimates, 1938-1950: 
J.Mars. Voting Behaviour in Droylsden in October, 1951: P. CAMPBELL, 
D. Donnison and A. Potrer. On the Political Economy of Backwardness : 
P. A. Baran. Remedies for Cyclical Unemployment in the North-East : 
J. SyKEs. 

The Review of Economic Studies 


Vou. XIX (2), No. 49, 1951-52. Simple Transaction Models, Information 
and Computing: R. Stone. An Engineer's View of the Problem of 
Economic Stability and Economic Regulation: A. Tustin. Some Cam- 
bridge Controversies in Monetary Theory : H.G. Jounson. Comments on 
Mr. Johnson’s Notes : D.H. Ropertson. The Factor Price Equalisation 
Myth: S. F. James and I. F. Pearce. A Comment on Factor Price 
Equalisation: P. A. Samurtson. The Evxistence-Conditions of a Total 
Utility Function : JEAN VILLE. 


Oxford Economic Papers (New Series) 


Vou. IV, No. 1, Fepruary 1952. “ Psychic” and ‘“* Accounting ’’ Con- 
cepts of Income and Welfare: 8. H. Franket. The Inadequacy of the 
Theory of the Firm as a Branch of Welfare Economics: T. WILson. 
Deductive Systems and Empirical Generalizations in the Theory of the Firm : 
M. J. Farrewt. The Demand for Coal in Great Britain: K. 8S. Lomax. 
Statistical Cost Functions in Electricity Supply : J. JoHNsTON. 


Population Studies 


Vor. V, No. 3, Marcu 1952. The Assimilation of Refugee Immigrants in 
Australia : H.B.M.Murpny. The Resettlement of Displaced Persons in 
the United Kingdom: E. Srapuuis. A Life Table for a West Indian 
Slave Population: G. W. Roserts. Fertility and Social Mobility : 
J.Berent. Birth Control and Abortion in France since 1939 : C. WaTSON. 
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Accounting Research 


Vou. III, No. 1, January 1952. The ‘* Economic Facts of Life’ as shown 
in the Correlation of Accounting, Economics and Law: J. L. Donr, 
Design for the Accounts of Society: F. Sewett Bray. The University 
Contribution to Education in Accountancy: K. F. Byrp. Le “ Plan 
Comptable International”: M. Mommen. Measurement of National 
Income and Construction of Social Accounts for an Industrially Backward 
Economy—II: V.M. DanpEeKar. Unsettled Territory: L. T. Lrrrzz. 


The Incorporated Statistician 


Vou. II, No. 3, NovEmBEer 1951. Oxford Conference 1951—Proceedings. 
‘** Some Missing Industrial Statistics’: J. Ryan. “‘ Biological Ex. 
perimentation”?: J. WisHart. “‘ Frequency Distributions in British 
Agriculutre’”’?: D. K. Brrrron. 


The Banker 


Vout. XCVIII, No. 313, Fespruary 1952. The Bankers Expect. The 
Banks and Their Reserves. Forward Exchange Then and Now: PP, 
Ernzic. Inflation in France: C. Janson. What Policy on Resale 
Price Maintenance?: J. Ryan. Reflections on the Rome Conference— 
I. Salient Trends in Commercial Banking: VERA Lutz. 

Vou. XCVITI, No. 314, Marcu 1952. Task for the Budget. Who Should 
Manage America’s Money? Réle of the Budget—Is a New Approach 
Necessary ?: D.Ssers. Searchlight on Gold. Reflections on the Rome 
Conference—II. Banking in Inflation: VERA Lutz. Credit Restric- 
tion for Ireland? : G. A. Duncan. New Life Business at its Peak? 
Banking Panorama from 1851—IV. The Age of Sound Currency: 
P. H. EMDEN. 

Vou. XCVIII, No. 315, Aprit 1952. Question Marks over the Budget. 
Bank Rate Takes the Lead. The Fight to Save Sterling. Australia after 
the Import Cuts: T.W.Swan. Background to the French Crisis : C.R. 
Harcrove. Belgium Fears a Slump: G.Gorpon. ‘“‘ Suspending ”’ the 
T.D.R.s. Prospect for Welsh Industry : E. V. Morcan. 


The Bankers’ Magazine 

FEBRUARY 1952. Banking Profits in 1951. International Survey: H. E. 
Evirr. Recent Legal Decisions of Interest to Bankers: C. B. Drover. 
Law and Practice 1900-1950. Technique of Charging Security for Bank 
Advances: J. H. Grirritus. Monetary Review. Stock Exchange Values. 

Marcu 1952. Elizabethan Era. The Bank Balance Sheets. Irish Banking 
and Economic Review for 1951. A Victorian Novelist Invests in Bank 
Shares: AkantHos. Recent Legal Decisions of Interest to Bankers: C.B. 
Drover. The Failure of Ingham and Co. of Huddersfield: W. C. E. 
HaRtTLEY. 


Barclays Bank Review 


Vou. XXVII, No. 1, Fesruary 1952. His Late Majesty King George VI. 
Return of Flexibility. The Chairmen’s Statements. Britain and the 
Sterling Area. Steel—and Coal—in Washington. 


District Bank Review 


No. 101, Marcu 1952. The Drive Against Inflation: R. F. Harrop. 
Trade with Canada: R. Grey. Phases of Savings. 


Lloyds Bank Review (New Series) 


No. 24, Aprit 1952. Halfway to 1960: C. CuarK. The Campaign 
against Monopoly and Restrictive Practices: Str Henry Cuay. Tea 
Industry Problems ; Str PERCIVAL GRIFFITHS. 
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National Provincial Bank Review 


No. 17, Fepruary 1952. The Economic Crisis and the Education Act of 
1944: R. Brrtey. Monetary Policy and Economic Freedom: W. Kine. 
The Seaside Holiday Industry ; some problems and prospects. 


The Three Banks Review 


No. 13, Marcu 1952. Js It Good-bye to Bretton Woods?: P. Bargavu. 
An American Business School: M. Butrerwick. A Regency Letter to 
Posterity. 

Westminster Bank Review 


Fesruary 1952. The Problems of British Forest Policy: J.J. MACGREGOR. 
“ Putting It Over” ; a problem of Management. The Place of Canteens in 
Industry. Riots in the City. 


Planning 


Vou. XVIII, No. 338, 1952. The Future of Leasehold. 
Vou. XVIII, No. 339, 1952. Haports ; a longer view. 


Town and Country Planning 


Vou. XX, No. 94, Fepruary 1952. The Development Plans: D. DONNELLY. 
Name this Road: H. Mace. Planning and Cemeteries: A. WuHITTICK. 
Port Sunlight: G. G. Kirxpatrick. Plans—and Achievement: T. F. 
Tuomson. More About Hedgerow Trees: R. St. B. BAKER. 

Vor. XX, No. 95, Marcu 1952. The Development Plans—II: D. 
DonnELLy. Declining Population; Possible Remedies in South North- 
ants: M. Grecory. The Sociologist and the Planner: P. CoLiison. 
Villages for Native Africans: P.W.MacFarRLaneE. English New Towns ; 
as seen by a French critic: G. Prutret. Ways and Means of Redevelop- 
ment: KE. H. Croston. Petrol Filling Stations: T. F. THomson. 

VoL. XX, No. 96, Aprit 1952. Lancashire’s Expansion of Existing Towns : 
G. Sutton Brown. The Town Development Bill: 8S. T. STEPHENS. 
Social Responsibility of the Planner : CATHERINE BavER. The Develop- 
ment Plans—III : D. Donnetty. A Village in a Town: KaTHARINE 
Summons. The Twenty-year Limit: D. PtumstEap. Bridge Chapels : 
J.D. U. Warp. 


The Canadian Journal of Economics and Political Science 


Vou. 18, No. 1, Fespruary 1952. Recent Developments in Canadian 
Federalism : D.C. Rowat. Usury Restrictions in a Mercantile Economy : 
J.C. RreMERsMA. An Appraisal of the Primary Data Utilized in Canadian 
Penitentiary Statistics: B. N. Metrzer. Urban Building and Real 
Estate Fluctuations in Canada: K. A. H. Bucktny. The Family Com- 
pact and the Welland Canal Company : H.G.J.Arrxen. Representation 
in the House of Commons of the Twenty-first Parliament—Party and 
Province: J. R. Writxrams. Dives and Lazarus—Three Reports on the 
Teaching of Political Science: J. E. Hopeettrs. Obstacles to Canadian 
Investment Overseas : 8. G. Trtantis. On a Misinterpretation of the Law 
of Diminishing Returns in Marshall’s Principles: H. Scorr Gorpon. 
William Alexander Carrothers, 1889-1951. 


The Economic Record 


Vor. XXVII, No. 53, DEcEMBER 1951. Some Economic Aspects of the 
Fizat‘on of Hours and Wages: R. J. Cameron. Production and Ex- 
change for an Entrepreneur Producing Two Commodities for an Imperfectly 
Competitive Commodity Market: C. S. Soper. Advertising Outlay in 
Australia: R. Hieser. National Income and Wages Policy; the New 
Zealand Picture: J. V. T. Baker and H. G. Lana. A Note on the 
Incidence of Company Tax under the Régime of Price-Control in New 
Zealand: W. Rosenserc. The Foundations of Welfare Economics 
(review article): K. LAFFER. 
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Tata Quarterly 


Vou. VI, No. 2, Apriz 1951. An Investment Budget. Economic and 
Financial Review. 

Vou. VI, No. 4, OcroBER 1951. Absenteeism in Industry. Economic and 
Financial Review. 


The Ceylon Economist 


Vox. II, No. 1, SzpremBer 1951. Financial Procedure in the House of 
Representatives: N. M. PERERA. Twenty-two Years of the United States 
Economy: T. Morcan. Parliamentary Control of Finance: I. D. §, 
WEERAWARDANA. The Ezaternal Value of the Ceylon Rupee: D. R. 
SIRIWARDENE. The Budget Debate: N. K. Sarkar. Gal Oya Scheme; 
facts and fallacies: R. Kanawita. <A Study of the Gal Oya Project: §.T, 
SENEWIRATNE. JT'rade and Business Statistics. 


Journal of the Anglo-Egyptian Chamber of Commerce 


Vou. 12, No. 1, Marcu 1952. The Banque Misr Group of Companies. 
500 Hours of Comet Flying. The Cultivation of Bananas in Egypt. 
Underwater Television. United Kingdom Trade with Egypt. 


Statistical Bulletin of Israel 
Vou. II, No. 5, OctoBER—DECEMBER 1951. 


International Labour Review 


Vout. LXV, No. 1, January 1952. Industrial Committees of the I.L.0.: 
J. Price. Fatigue and Effort in ‘Relation to Standards of Performance 
and Systems of Payment: T. A. Ryan. Lebanon and Its Labour Legisla- 
tion: J. Donato. Social Security in the Central American Countries—I. 

Vou. LXV, No. 2, FeEBruary 1952. A Tribute to Léon Jouhaux. The I.L.0. 
and Migration Problems. Medical Inspection of Labour and Industrial 
Medical Services in France: J. Bousser and J-J. Griton. Social 
Security in the Central American Countries—II. Working Conditions in 
the British Civil Service. 

Vou. LXV, No. 3, Marcu 1952. The Position of Labour under the Schumar 
Plan: R. Roux. Organisation of Migration into Canada: V. C. 
PHELAN. Housing Problems and Policies in Latin America. Re- 
settlement and Rehabilitation of Displaced Persons in Pakistan. 


International Financial Statistics . 


(Apart from routine statistical tables, each issue contains one or more 
special articles of which the titles are listed below.) 

Aveust 1951. National Expenditure and Capital Formation. 

SEPTEMBER 1951. Currency, Deposit Money and Time Deposits as Per- 
centages of Money Supply. 

OcroBER 1951. Changes in Gold and Foreign Exchange Reserves. Cross 
Rate Premiums and Discounts in Free and Black Markets. 

NoveMBER 1951. Money Supply and National Income : The Income Vel- 
ocity of Money and the Rate of Interest. 

DECEMBER 1951. Interest Rate Patterns: Time and International Re- 
lations. 

JANUARY 1952. Notes and Definitions. 


United Nations Quarterly Bulletin of Steel Statistics for Europe 
No. 5, DECEMBER 1951. 


The Annals of the American Academy of Political and Social Science 
VoL. 279 January 1952. Social Contribution by the Aging. 
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The Quarterly Journal of Economics 


Vou. LXVI, No. 1, Fespruary 1952. Compulsory Health Insurance; the 
economic issues: Rita R. CAMPBELL and W.G. CAMPBELL. The Theory 
of Business Cycles: R. Frets. Taxation and Incentive in Mobilization : 
G. Cooper. The Quantitative Study of Factors Determining Business 
Decisions: G. Katona and J.N.Morcan. The New Welfare Economics 
and Gains in International Trade: R. E. Baupwin. 


The Journal of Political Economy 


Vou. LX, No. 1, FEBruary 1952. Hicks and the Real Cycle: A. F. Burns. 
The ‘“‘ Welfare” Effects of an Income Tax and an Excise Tax: M. 
FriepMAN. Jsaac Gervaise on the International Mechanism of Adjust- 
ment: J. M. LeticHe. A Functional Criterion for Wage Appraisal: H. 
Henic. The American Business Cycle of 1879-85: R. FEts. 


Social Research 


Vou. 18, No. 4, DEcEMBER 1951. On the Mechanistic Approach in Eco- 
nomics: A. Lowe. The Evolutionary Naturalism of John Dewey: 
§.RatneR. Labor Codetermination in Germany: P. FisHER. Patriotism 
and the Citizen Soldier: H. B. Wuitse. Rural French Voting Habits: 
0. R. GALLAGHER. 


Econometrica 


Vor. 20, No. 1, January 1952. Overcapacity and the Acceleration 
Principle: H. B. CHENERY. On the Structure of Linear Models: R. 
Sotow. Post-war Changes in Income and Savings among Consumers in 
Different Age Groups: JANET A. FisHER. Production Relations in the 
Railway Industry: G. H. Borts. 


Journal of the American Stotistical Association 


Vou. 47, No. 257, Marcu 1952. Manasa Planning Animal: L. J. REED. 
Some Applications of Statistics for Auditing: J. Never. Fertility 
Trends and Differentials in the United States : C. V. Kiser. Estimation 
for Sub-Sampling Designs Employing the County as a Primary Sampling 
Unit: E. H. Jese. Latent Structure Analysis and Its Relation to 
Factor Analysis : B. F. GREEN, Jk. Measuring Magnitudes and Trends 
in the Production of Livestock and Meat: A. V. Norpquvist. 


Foreign Affairs 
Vou. 30, No. 2, January 1952. Security in the Pacific: J. F. Duties. 
The Pacific Settlement Seen from Australia: R. G. Menzies. General- 
issimo Stalin and the Art of Government: O. Utis. Guerrilla Warfare: 
A. Papacos. The Near Hast; the search for truth: C. Matt. The 
Defense of Europe: G. H. J. Kruts. The Turn of the Screw in Soviet 
Agriculture: L. Vouin. Trade Policies of the New Japan: R. TAKAHASHI. 
Lord Grey and the Problem of an Alliance: B. DextER. Alternatives to 

Apartheid in South Africa: J. W. PatrTEen. 


Journal of the American Statistical Association 


Vou. 46, No. 256, DECEMBER 1951. Redistribution of Population, 1940 to 
1950: H. 8. SHryock, Jr. Changes in Income Distribution in the United 
States: H. P. Mitten. Results of Alternative Statistical Treatments of 
Sample Survey Data: L. R. Kiet and J. N. Morgan. An Economic 
Appraisal of Price Measures: R. B. Hertesower. Mathematical 
Models in Psychological Scaling: C. H. Coomsps. Yates’ Correction and 
the Statisticians: F. Apter. The Distribution of the Quotient of Ranges 
in Samples from a Rectangular Population: P. R. Riper. The Measure- 
ment and Prediction of Attitudes: W.G.Mavow. Erratum: On the Deter- 
mination of Sample Sizes in Designing Experiments: A.M. Moon. 
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The Southern Economic Journal 


Vou. XVII, No. 4, Aprit 1951. Methodology of Research on the Business 
Cycle: R. Frets. The Structure of the Post-war Money Market: E. ¢. 
Simmons. Tax Sensitivity: J. E. WatTer. Studies of Technological 
Change: Y. Brozen. Negro Business in Atlanta: R. J. ALEXANDER, 
The European Payments Union: H. H. Scuuoss. 

Vou. XVIII, No. 3, January 1952. The Quantity Index and the Elasticity 
of Demand for Output: W.A.L.CouLBorn. The Equality and Inequality 
of Saving and Investment: W. L. MintER. Association-Wide Collective 
Bargaining in the Flint Glass Industry: H. Etitswortu Steet, 
Union Rivalries: A. L. Grttow. The Nature of Industrial Cooperation: 
W. H. Knowzes. Share Leases and the Inter-Product Allocation of 
Agricultural Resources: E. O. Heapy. The Soviet Citrus Industry: 
V. Kartrxorr. Recent Trends and Developments in the Flue-Cured 
Tobacco Export Trade: J. W. Hines. Bituminous Coal Production 
During World War II: L. Fisuman and Berry G. FIsHMan. 


The Journal of Economic History 


Vout. XI, No. 4, Fart 1951. The Réles of Leading Nations in the Economic 
Development of Other Areas. Papers Presented at the 11th Annual 
Meeting of the Economic History Association, September 7-8, 1951. 
Analysis and Evaluation: A. P. UsHER. Spread of Techniques: M. M. 
Postan and W. C. Scovintte. Capital Movement and Transportation: 
R. G. Atsion, L. H. Jenks and D. THorRNER. Population: J. J. 
SPENGLER and IRENE B. TAEUBER. 


Journal of Farm Economics 
Vou. XXXIV, No. 1, Fepruary 1952. Research in Land Development in 
the Alluvial Valley of the Lower Mississippi River: R. W. Harrison. 
Organization for Policy Planning in the U.S. Department of Agriculture : 
E 


BANFIELD. Farmer Cooperatives and Economic Welfare: E. 
Cuark. Variations in Prices Paid for Food as Affected by Income Level ; 
G. Buack. Cotton Competition—U.S. and Brazil, 1929-1948 : R. Bran- 
pis. The Nature of the Aggregate Supply of Agricultural Products: 
C. GISLASON. 
Agricultural History 
Vou. 25, No. 4, OctopeR 1951. The Horse in New Spain and the Border. 
lands: R. M. DeNHARDT. The Relation of the French Peasant Veterans 
of the American Revolution to the Fall of Feudalism in France, 1789-1792: 
F. McDonatp. Impressions of Sir John Sinclair, Bart., First President 
of the Board of Agriculture: G. E. Fussett. The Swamp Land Act and 
Wet Land Utilization in Illinois, 1850-1890: Marcaret B. Bocve. 
Steam Power on the American Farm, 1830-1880: R. M. Wik. Smith 
Wildman Brookhart of Iowa ; insurgent agrarian politician : R.H. Luts. 


Industrial and Labor Relations Review 


Vou. 5, No. 2, January 1952. Manpower. Employment Statistics and 
Manpower: E. J. EpeR.ine and C.S8. Buttock, Jr. Manpower Allocation 
in Great Britain during World War II: 8. E. Rotrz. Wage Incentives. 
Do Wage Incentives Reduce Costs ?: R.H. Roy. Economics of Industrial 
Engineering: W. H. Knowres. The Scope, Functions and Limitations 
of University Workers’ Education Programs: V.ULRIkssoN. Commenis: 
D. Yoprr, A. A. Etper and Exveanor G. Corr. Union Stabilization 
Programs and Competition: A. L. Grrtow. Comments: J. H. Siocum. 
The British Disabled Persons (Employment) Act: H. MALIsoFF. 


Studies in Business and Economics 


Vou. V, No. 2, SepTeMBER 1951. Baltimore in Export Trade. 
Vou. V, No. 3, DecremBerR 1951. Baltimore in Import Competition. 
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Harvard Business Review 


Vou. XXX, No. 1, January—FreBRuarRy 1952. Manufacturers’ Problems 
under Price Controls: S. Naxastan and R. P. Unin. Financing and 
Factoring Accounts Receivable: T. H. SmuBERtT. Seniority ; an internal 
union problem: L. R. Saytes. A Better Pension Program: C. R. 
HENDERSON. Qualitative Market Research: A. R. Witson. Basic 
Elements of a Free, Dynamic Society—Part II: P. G. Horrman, C. I. 
BarnaRD, E. D. Cannam, R. W. Davenport, P. F. Drucker, L. 
GALANTIERE, H. D. Gipronssz, F. TANNENBAUM and W. H. WHEELER, 
Jr. A Neglected Audience in Public Relations: J. J. Brown. The 
Work Committee—An Administrative Technique : C. J. BERwr1Tz. 


Economic Geography 
Vox. 28, No. 1, January 1952. Evolution of the Banana Industry of Costa 
Rica: C. F. Jones and P. C. Morrison. The China Clay Industry of 
South-west England: N.J.G. Pounps. Problems of Landownership in 
the Philippine Islands: A. CuTsHAaLL. Crofting in the Outer Hebrides: 
W. A. Hance. The Ho-Si Corridor: L. EN-Lan. Delimiting the Main 
Line District of Philadelphia: G. Lanapon. The Fisheries of North- 
western North America: G. W. Hewes. Open Field Farming in the 
Yakima Valley, Washington: R. M. Hicusmits, Jr., and E. E. Minuer. 


Revue d’ Economie Politique 
Vox. 61, NoVEMBER—DECEMBER 1951. Examen de conscience de l’ économie 
politique: D. VittEY. Problémes européens. Le probléme des transports 
européens: R. Dautry. Le plan Schuman et l'économie européenne : 
A. Sauvy. Le “‘ pool vert” ow Vorganisation agricole de ’ Europe unie: 
P. Fromont. Union économique et disparité des législations fiscales et 
sociales: A. BARTHOLONI. 


Revue Economique 

Vout. II, No. 6, NovemBer 1951. Théorie et réalité dans l’analyse de 
Véquilibre de la firme: H. Denis. F acteurs déterminant la formation du 
taux des salaires: J. L. Guewretmi. Le multiplicateur du commerce 
extérieur: R. GENDARME. Les salaires et la condition ouvriére en France 
aTaube du machinisme: P. Partuat. 

Vor. III, No. 1, January 1952. Cycle et structure: J. Akerman. Essai 
@une doctrine tierce du .commerce international: E. Triuac. Les 
cotits et les prix en courte période: J. LECAILLON. Les ententes en France: 
G. PasQUALAGGI. 

Population 

Vot. VI, No. 4, OctopER-DEcEMBER 1951. Faits et problémes du jour: 
A. Sauvy. L’aménagement industriel du territoire européen. Pour une 
meilleure répartition géographique de Vindustrie: R. Zreceu. Les 
excédents démographiques de l’agriculture méditerranéenne. Italie et 
Espagne: R. Dumont. Introduction a l'étude des pays sous-développés : 
A. Sauvy. Les doctrines de population des Encyclopédistes: A. Facer. 
La population de la République hongroise. Etat et perspectives: P. GEORGE. 
Evolution de la population frangaise depuis le XVIIIe siecle: J. 
BourGcEoIs-PIcHAT. 


Statistiques et Etudes Financiéres 

No. 36, DeceMBER 1951. I. Etudes. L’évolution de la situation financiére 
au cours du troisiéme trimestre 1951. L’évolution des disponibilités 
monétaires et du crédit bancaire au cours du troisiéme trimestre 1951. 
La situation financiére des départements, des communes et des établissements 
hospitaliers a la fin de Vexercice 1950. II. Statistiques. UII. Finances 
comparées: Grande-Bretagne—La crise de la balance des paiements et 
la nouvelle politique économique du Gouvernement conservateur ; Suisse—Le 
budget de la confédération pour l’exercice 1952. 

SuppLiMENT Finances Compargkes No. 10, 1951. Les rapports entre le 
Trésor et ’ Institut d’émission en France et a l’étranger. 
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Journal de la Société de Statistique de Paris 


Vou. 92, Nos. 7-9, Juty-SEPTEMBER 1951. Recensement général des 
agents des services publics en 1950: M. BricHiER. Résultats de l'étude 
statistique du risque R.C. automobile: P. Drpror. Chronique de Iq 
production industrielle: P. ViENNOT. Au sujet dela mortalité probabiliste : 
J. Grenevay. L’évolution des probabilités des lois binémiales: yy. 
Dumas. 


Revue de Science et de Législation Financiéres 


Vout. XLIV, No. 1, January—Marcu 1952. The Search for Revenue in 
Under-developed Countries : Ursuta K. Hicks. New Developmenis in U.S, 
Federal Taxation: J. BurKHEAD. The State as Creditor: R. Draco, 
The Turkish Income Tax Reform: F.H. Sur. The Responsibility of the 
Government in the Management of Semi-Public Enterprises: J. Bourous, 
Economics and Public Finance in the Valleys of Andorra: M. Cruszav, 
National Structures and Tax Systems: H. Brocuier. Recent Develop. 
ments in Public Finance—1. Inflation with Budgetary Deficit: 
H. Krier. 2. The Tunisian Budget, 1951-1952: H. Waaner. Taz 
Legislation and Court Decisions: M. CHRETIEN. 


Documentation Economique 


Vou. X, No. 37, 1951. Analyses des articles parus au 2me trimestre 1951. 
Vou. X, No. 38, 1951. Analyses des articles parus au 3me trimestre 1951. 


Cahiers du Séminaire d’ Econométrie 


No. 1, 1951. L’étude statistique des oscillations économiques: G. Tu. 
GuILBAUD. Recherche de relations a forme linéaire dans un systéme écono- 
mique: C. FourGcEaupD. La tarification au cotit marginal et les demandes 
aléatoires: M. Borreux. La gestion du matériel dans les entreprises 
privées: R. Henon. Etudes de la demande d’importation de certains 
produits aux Etats-Unis entre les deux guerres: A. NATAF. 


Annales de la Faculté de Droit de V Université de Bordeaux 


Vou. IT, Nos. 1-2, 1951. Remarques sur quelques difficultés du droit adminis- 
tratif frangais: J. M. AuBy. Les agents de la ville & Paris et a la suite de 
la Cour: M. Rouxet. Le droit pharmaceutique: M. LABORDE-LACOSTE. 

Vout. II, Nos. 3-4, 1951. Quelques observations sur les contrats maritimes a 
Bordeaux dans la premiére moitié du XI Xe siécle: G. HusREcHT. Rappel 
de quelques données dune politique de détermination des prix agricoles: 
J.Méricor. Le Professeur Julien Bonnecase: J. B. DE LA GRESSAYE. 


Annales de Sciences Economiques Appliquées 


Vou. IX, No. 4, OctoBer 1951. L’orientation de la petite et moyenne 
culture vers la coopérative agricole: P. Gorrin. Une entreprise suisse de 
distribution: ‘‘ Migros”: G. BECKERS. 

Vout. IX, No. 5, Decemper 1951. Convulsions monétaires et équilibre 
économique en Allemagne occidentale: R. VERSCHAEREN. Problémes 
ad économie industrielle ; les frais différentiels, les prix limites: U. VAES. 
Une initiative nouvelle de l Université de Louvain; l'Institut Supérieur 
du Travail: P. Manrev. 

Vou. X, No. 1, January 1952. Problémes d’économie industrielle. La 
couverture des dépenses. Le point neutre: U. Vars. Le Conseil National 
du Travail et ses Préfigurations: J. Humpietr. Contribution a V étude 
des pensions sociales ; chronique sociale coloniale: E. Dory. 


Bulletin de UV Institut de Recherches Economiques et Sociales 


Vou. XVII, No. 8, DecemBer 1951. La conjoncture économique de la 
Belgique: M. Worrrin. Statistiques économiques courantes. 
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Vou. XVIII, No. 1, Fespruary 1952. Salaires, aptitudes et rendement: 
L. Dor. Note sur la théorie monétaire et le probléme des influences moné- 
taires sur le taux @intérét: L. D. DE LA VINELLE. Termes d’échange et 
balance commerciale. Le réle des variations des prix et volumes d’échange 
internationaux dans le déficit ou le boni commercial de la Belgique de 1949 a 
1951: M. WorrTRin. 

Vou. XVIII, No. 2, Marcu 1952. Laconjoncture économique de la Belgique : 
M. Worrrin. Statistiques économiques courantes. 


Revue del’ Institut de Sociologie 


No. 2, 1951. Sociologie et philosophie de la nature: J. BrEttIn-MILLERON. 
L’achat de la tranquillité, sa vie, sa valeur: R. Amy. Ibn Khaldoun, 
philosophie et sociologue arabe (1332-1406): J. von Scumip. Réflexions 
sur la justice: C, PERELMAN. 

No. 3, 1951. Esquisse d'une théorie de Vexpansionnisme économique: P. 
pE Groote. Introduction a@ la Sociologie générale: H. JANNE. 
Problémes du travail au Katanga: A. Doucy and P. FELDHEIM. 


Institut Universitaire d’ Information Sociale et Economique 


No. 4, 1951. Les Belges lisent-ils?: G. JACQUEMYNS. 
No. 5, 1951. L’Equipement ménager: G. JACQUEMYNS. 


Revue de l'Institut International de Statistique 


Vou. 19, No. 2, 1951. The variate-difference method in theory and practice : 
M. H. QUENOUILLE. Spécialisation, intégration et statistique inter- 
nationale: G. GouDSWAARD. J stimates and their sampling variance of 
parameters of certain heteroscedastic distributions: H. THEIL. 


Schmollers Jahrbuch fiir Gesetzgebung, Verwaltung und Volkswirtschaft 

Vout. 71, No. 6, 1951. Grundlegung der integralen Finanzwissenschaft : 
A. TautscHER. Versuch einer allgemeinen Theorie der Alimentierung— 
III: A.Forstmann. Ein Halbjahrhundert 6ffentliche Arbeitsvermittlung ; 
ein Beitrag zur Sozialgeschichte Deutschlands: E. GRAACcK. 

Vou. 72, No. 1, 1952. John Maynard Keynes (1883-1946): M. J. Bonn. 
Uber die Idee als gestaltende Kraft des Gemeinschaftslebens : W. MiTscHER- 
LicH. Beamtenstaat und Selbstverwaltung: H.Herrrer. Die Hoffinanz- 
iers Friedrichs des Grossen. Hin Beitrag zu Geschichte und System der 
Hoffaktoren in Brandenburg-Preussen : H. SCHNEE. 


Jahrbiicher fiir Nationalékonomie und Statistik 
Vox. 163, No. 6, NovEMBER 1951. Zur Entwicklung der Verteilungstheorie ; 
eine dogmengeschichtliche Studie zum 100. Geburtstag von Wicksell und 
von Wieser: ELISABETH LizEFMANN-KeEtL. Die Nachkriegsentwicklung 
des deutschen Aussenhandels: F. HUHLE. 


Vierteljahrshefte zur Wirtschaftsforschung 
No. 4, 1951. Zur konjunkturellen Situation: A. WISSLER. Quantitative 
Betrachtungen zur Wirtschaftslage in Westdeutschland: F. Grtnia. 
Beitrag zur Ermittlung des Bauvolumens im Bundesgebiet: K. D. ARNDT. 
Zur Rohstofflage der osteuropdischen Staaten: B. KitESEWETTER. 


Weltwirtschaftliches Archiv 
Vou. 67, No. 2, 1951. Zukunftsaufgaben der Volkswirtschaftslehre: L. J. 
ZIMMERMAN. Ansdtze zu einer wirklichkeitsnahen und dynamischen 
Theorie der Monopole und Oligopole: B. R6rer. Nationale Buchfiihrung 
und Nationalbudget in Norwegen: P. J. BsERvE. Zur Lehre von den 
Marktformen: H. C. ReckTENWALD. 
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Allgemeines Statistisches Archiv 


Vou. 35, No. 3, 1951. Das Konjunkturtest-Verfahren: H. LANGELtrxg, 
Konjunkturtest und Statistik: O. AnprErson. Die LErfasswng der 
berufstremden Tiatigkeit: F. Zopry. LErfolge methodischer Zusammenar. 
beit zwischen Arbeitsstittenzdhlung und Industrieberichterstattung in 
Bayern: K. PECHARTSCHECK. 

Vou. 35, No. 4, 1951. Probleme eines statistischen Gesamtbildes von Wirts. 
chaftsstruktur und Wirtschaftsablauf: G. Furst. Die statistischen 
Probleme der sozial-ékonomischen Topographie: O. Boustept. Zur 
Statistik der industriellen Verbdénde: W. DEGENHARDT. Linheitliche 
Berufs- und Wirtschaftszweigsystematik bei Arbeitsverwaltung und 
Berufszihlung: F. Zopry. Die zweckmassigen Grenzen der Ausgleichung 
von Sterbetafeln: K. FREUDENBERG. 


Wirtschaft und Statistik 


Vou. III, No. 12, DecemBer 1951. Der Bestand und die Gliederung der 
Gebdude im Bundesgebiet: P. DenEFFE. Zur Struktur des Giiterverkehres 
im Bundesgebiet: H. MARETSCH. 

Vout. IV, No. 1, January 1952. Zum Statistischen Arbeitsprogramm 1952: 
K. Szameirar. Erste Hauptergebnisse der Arbettsstattenzdhlung 1950: 
K. WERNER. Die Investitionen im Rahmen der Sozialproduktsberechnung : 
O. ScHOrry and W. OpPpERMANN. 

Vor. IV, No. 2, Fespruary 1952. Die Wohnungen im Bundesgebiet: 
P. Denerre. Die kommunalen Finanzen im Rechnungsjahr 1950: 
K. Herrmann. Lrzeugerpreise landwirtschaftlicher Produkte : P. DENErrFE 
and HeLa BRANDNER. 


Wirtschaftsdienst (In German with English Air Mail Digest) 


Vou. 31, No. 12, DecemBer 1951. Trade Unions Terminate Cooperation. 
The International Aspect of Social Welfare Costs in the Wages Bill: 
F. SPIEGELHALTER. Cartels and the German Economic Order : W. ANDREAE. 
Tonnage Turn-round of the German Merchant Navy; a comparison 
between 1937 and 1951—Part II: G. A. THEet. The Swiss Watchmaking 
Industry: O. Zrenavu. The Match Industry in Federal Germany: F. 
HUHLE. 

Vou. 32, No. 1, January 1952. The Port of Hamburg within the German 
Economy: K. Scutmuer. Coal and Steel Union before the German 
Federal Parliament. The Schuman-Plan and Inter-European Trade. 
Decentralization as:a Principle? 1952—A Year of Investments: C. 
KaAPrERER. Germany’s Distressed Areas; a Task of Regional Policy: 
E. Dirrricu. Do Branded Goods Require Price Maintenance ?: K. C. 
BEHRENS and W. D. BECKER. 

Vou. 32, No. 2, Fepruary 1952. Economic and Political Aspects of Our 
Defence Contribution. Benelux Wish to Retain Sovereignty. The 
European Army and its Financing, as the French See It. German Pre- 
Conditions for Trading with the Eastern Bloc: H. Katsrrzer. Outlook 
for British Trade with the Eastern Bloc: D.Scorr. The Social Insurance 
System in the Hast Zone of Germany: G. ScHnorr. The Austrian 
Artificial Manure Industry: K.WerssEty. Germany’s Oil Mills Industry. 


Europa Archiv 


Vou. VI, No. 24, 1951. Deutschland in Europa; Ergebnisse und Liicken 
der Deutsch-Europdischen Konferenz in Hamburg vom 21-23 September 
1951: W. Corniprs. Die Inflation in Frankreich; eine Untersuchung 
der franzésischen Wirtschaftsverhiltnisse im Vergleich mit anderen Lindern: 
J. GuITon. 

Vou. VII, No. 1, 1952. Atlantikpakt und Europdische Verteidigungs- 
gemeinschaft—Part I. Kollektive Sicherheit und europdische Verteidigung: 
W. Cornipes. Part II. Die Positionskimpfe innerhalb der Atlantikpakt- 
Organisation: H. Voutx. Europdische Wirtschaftspline beim Ende der 
Marshallplan-Hilfe: E. WeGHorN. 
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Vor. VII, No. 2, 1952. Die franzésische Aussenpolitik nach dem Kriege ; 
eine Ubersicht: J. Gurron. Die internationale Gewerkschaftsbewegung : 
J. W. BRUGEL. 

Vor. VII, No. 3, 1952. Kurzberichte und Informationen. Die sowjetische 
Deutschlandpolitik ; von Stalingrad bis Potsdam (1943—1945)—II: B. 
Meisser. Der Bau des Wolga-Don-Schiffahrikanals: A. StecErR. 

Vou. VII, No. 4, 1952. Vélkerrechtsprobleme des Verteidigungsbeitrages 
der deutschen Bundesrepublik: K. Hetnzz. Probleme und Auswirkungen 
der wirtschaftlichen Zusammenarbeit Europas um die Jahreswende 1951- 
52: E. WecHorn. Die englische Statistik iiber den Zweiten Weltkrieg : 
H. BAvER. 

Vou. VII, No. 5, 1952. Atlantikpakt und Europdische Verteidigungsgemein- 
schaft—Part III. Der innere Aufbau der Nordatlantikpakt-Organisation : 
H. Voutz. Part IV. Die Auswirkungen der Verteidigungsbemiihungen 
der NATO-LANDER: H. Votite. Wohnungsbau und Stadtplanung in 
Deutschland: I. LUBKEs. 


Bayern in Zahlen 
Vou. V, No. 12, DEcEmBER 1951. Die Investitionen in Bayern und ihre 


Finanzierung im Jahre 1950. 
Vou. VI, No. 1, January 1952. Usual statistical information. 


Zeitschrift fiir Nationalékonomie 

Vout. XIII, No. 3, 1952. Hinige Gesichispunkte iiber Investitionen und 
Wirtschaftsentwicklung ; der Kontinent Afrika: 8. H. Franken. Die 
Voraussetzungen fiir den multilateralen Handel: B.S. Kemsteap. Der 
Schuman-Plan und gewisse Probleme der internationalen Volkswirtschafts- 
lehre: B. Unt. Die Austauschverhilinisse im Aussenhandel: D. H. 
RoBertson. Bemerkungen zu den Austauschrelationen im Aussenhandel : 
H. Srarute. Die Zukunft der Austauschverhiltnisse: C. CLARK. 
Grundlegende Bemerkungen iiber die Zusammenhinge zwischen Innen- 
politik, Inflation und Aussenbilanzen: W. KeritHav. Beschaftigungs- 
politik und das Problem des internationalen Gleichgewichtes: N. Kaupor. 
Reale Kosten, Geldkosten und komparative Vorteile: G. HABERLER. 
Praktische Erliuterungen und Bemerkungen zur Theorie der komparativen 
Kosten: G. D. A. MacDouacatt. Das Problem des internationalen 
Gleichgewichtes in fortgeschrittenen Wirtschaften: J. AKERMAN. 


Statistische Vierteljahresschrift 

Vou. IV, Nos. 3-4, 1951. Bayessche Regel und Likelihood-Methode: L. 
SCHMETTERER. (Gesellschaftsstatistik wnd Soziologie: W. WINKLER. 
Produktivitétsmessung in der Baumwollspinnerei-industrie: A.W. KLEIN. 
Statistische Bemerkungen zu einer populationsgenetischen Frage: J. 
PranzaGi. Uber Elementanalyse psychologischer Tests : E. MITTENECKER. 
Eine statistische Studie zur Frage; ‘‘ Sind Leibesiibungen den geistigen 
Leistungen abtriglich ?”?: W. Kinzet. 


Mitteilungen aus dem Institut fiir Raumforschung Bonn 

No. 2. Die Bodenerosion in Westdeutschland. Vorléufiger Bericht tiber die 
bisherigen Ergebnisse der Bodenerosionskartierung : B. GROSSE. 

No. 3. Die Gaswirtschaft in der sowjetischen Besatzungszone Deutschlands. 

No. 4. Verwaltungsaufbau und Organisationen der Landespflege in der 
Bundesrepublik Deutschland. 2 Ausgabe: E. MAprina. 

No. 5. Der Maschinen- und Apparatebau in der sowjetischen Besatzungszone 
und in Ostberlin. 

—— Thema und Wege der deutschen Fliichtlingsforschung: ELISABETH 

IL. 

No. 8. Untersuchungen zur Ermitilung des Wohnungsbedarfs—I. Berech- 
nung des Wohnungsbedarfs in Landstidten (dargestellt am Beispiel der 
Stadt Uelzen): H. A. Finxe. Zur Problematik der Wohnungsbedarfs- 
ermitilung: G. MULLER. 

No. 9. Nationalbudget oder Gesamtfinanzplan? Line begriffliche und 
politische Untersuchung: G. STRICKRODT. 





460 THE ECONOMIC JOURNAL [JUNE 


No. 10. Die Hisen und Stahl erzeugende Industrie in der sowyjetischen 
Besatzungszone. 

No. 12. Die Aufforstungsergebnisse der Provinzialforstverwaltung unter 
Emeis in Siidschleswig, ein Beispiel erfolgreicher Odlandbewaldung : 
A. G. FRIEDRICH. 

No. 14. I. Die Wanderungen im Bundesgebiet 1950. II. Die Beviolkerungs. 
dichte im Bundesgebiet und Ihre Entwicklung. 

No. 15. Das Flichtlingsproblem in Finnland: A. von GADOLIN. 


Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung 


Vou. XXIV, No. 11, NovEMBER 1951. Die wirtschaftliche Lage in Osterreich, 
Der Aussenhandel mit Teaxtilien und Bekleidung. 

Vou. XXIV, No. 12, DEcEMBER 1951. Riickblick auf das Jahr 1951. Die 
wirtschaftliche Lage in Osterreich. Mehr Futtermittel durch verstarkten 
Hackfruchtbau. 

Vou. XXV, No. 1, January 1952. Die wirtschaftliche Lage in Osterreich. 
Entwicklungstendenzen des _ dOsterreichischen Stromverbrauches. Die 
Rohwarenmarkte im IV Quartal 1951. 


The Austrian Economist 


JANUARY 1952. Austria’s Exports to Eastern Europe. Austrian Hydro. 
Electric Power for Hurope. Expanded Output Versus Raw Material 
Shortages. ‘‘ Back to Nature” in the Austrian Tourist Trade. The 
Value of a Wage/Hour in Terms of Turnover. The Button Industry 
Needs Markets Abroad. Europe After Marshall Aid. 

FEBRUARY—MARCH 1952. Exports of Austrian Wood in 1951 and Prospects 
for 1952. Austrian Iron and Metal Goods Industry; production and 
export problems. Austria's Nationalised Steel Industry Display at the 
Vienna Spring Fair. 


Schweizerische Zeitschrift fir Volkswirtschaft und Statistik 


Vou. 87, No. 6, DecemBer 1951. Geld und Zins: F. A. Lutz. Das 
Stabilisierungsprogramm des Committee for Economic Development: 
R. Fiscuer. The American Antitrust Laws—Success or Failure ?: F. 
Macuuvurp. Die Schitzungen des sowjetrussischen Volkseinkommens: 
J. WYLER. 

Aussenwirtschaft 

Vou. VI, No. 4, DEcEMBER 1951. Betrachtungen zur Aussenwirtschafts- 
politik: H. Bacumann, A. BossHarpt and E. Kitna. Politiques 
européennes et méthodes de coopération économique: J. WEILLER. Die 
britische Zahlungsbilanzkrise: E.Hrvuss. Die Uhrenindustrie im Rahmen 
der schweizerischen Aussenwirtschaft: H. DUTscHLER. 


De Economist 

No. 1, January 1952. Over een algemene vorm van de vraagfunctie: W. 
J. VAN DE WoEsTIJNE. Mocilijkheden op de weg naar economische eenheid 
van Europa—I: F. Hartoa. Uit De Economist van 1852. 

No. 2, Fepruary 1952. Moceilijkheden op de weg naar economische eenheid 
van Europa—II: F. Hartoa. De crisisperiode in de Haagse boekhandel 
omstreeks 1740: H. BrtsER. Economische en sociale kroniek: A. A. VAN 
AMERINGEN. 


Giornale Degli Economisti e Annali di Economia 


Vou. X, Nos. 7-8, Juoty-Aucust 1951. Dalla leggenda al monumento: L. 
Ernavpi. L’omogeneita dei redditi ed il fondamento teorico delle imposte: 
L. Rosst. Commento alla memoria di G. B. Antonelli dell’anno 1886; 
‘“* Sulla teoria matematica della Economia politica”: G. Ricct. La 
riassicurazione dell’ eccedente per sinistro in regime di instabilita monetaria: 
G. Pactont. Sulla teoria matematica del bilancio @impresa: I. CuTOLO. 
Considerazionit intorno all’invarianza della distribuzione dei redditi: 
F. BRAMBILLA. 
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Vou. X, Nos. 9-10, S—epTeEMBER—OcTOBER 1951. Le forme della conoscenza 
in Schumpeter: G. Demarta. Considerazioni matematiche intorno ai 
prezzi variabili: G.Senstni. Il problema carcerario in Italia ; lineamenti 
sociologict: A. Banri. Su alcuni pensieri economici di Francesco Bacon : 
R. Macer. La teoria del moltiplicatore e la economia dinamica: A. 
SANTARELLI. 

Vot. X, Nos. 11-12, NovEMBER-DECEMBER 1951. JI relativismo nella 
scienza economica: G. pI Narpi. Massimi simultanei ed economia 
socialista: E. ZACCAGNINI. La disciplina coattiva della liquidita ban- 
caria: G. Dewi’amore. Le importazioni di capitali e la bilancia dei 
pagamenti americana: M. Fanno. Problemi economici e sociali del 
dopo-guerra: L. Dau Pane. In tema di dinamica operazionale delle 
scorte: G. DEMARIA. 


L’ Industria 


No. 2, 1951. Il nuovo censimento industriale dell’anno 1951: B. BarBeEri. 
Considerazioni attorno ai due tassi di interesse di Wicksell in relazione all’ 
analisi macro economica: U. Saccnett1. La ‘‘ La Relazione Generale ”’ 
del Ministro del Tesoro per Vanno 1950: 8. Goxzio. Investimenti 
indotti e coefficiente di accelerazione: J. R. Hicks. 

No. 3, 1951. La teoria dei giochi e del comportamento economico: O. 
MorcENSTERN. La ‘‘ Teoria Generale” di Keynes; uno sguardo 
retrospettivo (con bibliografia delle opere di A. C. Pigou): A. C. Piaov. 
Analisi del ciclo economico: J. R. Hioxs. 

No. 4, 1951. Det vantaggi che possono trarre gli economisti dagli studi di 
logica moderna: A. Pastore. Le tavole di immissione-erogazione : W. W. 
LeontieF. La disoccupazione nel Mezzogiorno: G. pt Narpi. L’analisi 
del ciclo economico (conclusion): J. R. Hicoxs. 


Critica Economica 


No. 5, OcroBER 1951. Commercio estero e mercato interno: P. VALLE. 
Economia di guerra e agricoltura: D. TaBrt. La discussione del Bilancio 
dello Stato 1951-52: A. Presenti. La situazione dell’industria auto- 
mobilistica italiana: R. Cominorri. Orientamenti e prospettive dell’ 
industria calzaturiera: W.Bontstatxi. Il mercato della lana e del cotone : 
A. CAPODIECI. 

No. 6, DECEMBER 1951. Per la Conferenza Economica Internazionale di 
Mosca: 8.StEvE. Azionee programma della C.G.I.L.: G.D1Vrrrorio. 
La Previdenza in Italia: I. BarBaporo. I primi risultati della denuncia 
dei redditi: Eupoxtus. Credito, inflazione e monopoli in Italia: F. De 
Crnpio. Occupazione e retribuziune nell’industria: E. Rienzi. Un’ 
interpretazione degli ultimi due secoli di sviluppo economico: G. C. 


Review of the Economic Conditions in Italy (Banco di Roma) 


Vor. VI, No. 2, Marcu 1952. The program for the Economic Development of 
Southern Italy: G. pt Narpi. Deposits with Italian Banks. 


Banca Nazionale del Lavoro (Quarterly Review) 


Vou. IV, No. 19, OcroBER—DECEMBER 1951. E.P.U. Problems: G. Cart. 
Italy’s Trade with the Sterling Area, 1945-1951: E. Marasco. State 
Participation in Business Concerns in Italy: G. Cosmo. Cheap Money ; 
the English Experiment of 1945-47: D. C. Rowan. Old and New 
Problems about National Income and National Wealth: C. Grnt. 


Italian Economic Survey (The Association of Italian Joint Stock 
Companies) 
Novamsun-DEOEMBER 1951. Government Receipts. The Italian Economic 
ttuation. 
JANUARY-FEBRUARY 1952. For a Customs Policy. Italian Economic 
Situation. 
No. 246—vo.. Lx. HH 
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Moneda y Crédito 


No. 38, SepreMBER 1951. Rearme e inflacién: H. LAv¥FENBuRGER,. 
La liquidabilidad de los Bancos de depdsito espatioles: L. Ovartaga, 
El informe sobre la economia de los Estados Unidos en 1950: A. VINUALEs, 
El canal de Suez: R. MARtTINnEz. 


El Trimestre Econémico 


Vou. XVIII, No. 4, OcropeR-DECEMBER 1951. Jl problema econémico 
de la alimentacién infantil en México: A, P. Virtiz. Salarios reales y 
desarrollo econémico: H. F. pE tA PENA and A. FERRER. La sub. 
ocupacion en las economtas poco desarrolladas : A. NAVARRETE, Jr., andI, M, 
DE NAVARRETE. LI papel de la politica fiscal y monetaria en el desarrollo 
econdmico: V. L. Urquip1. Problemas fiscales del desarrollo econémico: 
3 -H. ApiteR. Observaciones sobre las teortas de la economta internacional: 

. SARDA. 


Revista de Economia 


Vou. IV, No. 4, DECEMBER 1951. Contribuigao para a andlise da primeira 
estimativa oficial do rendimento nacional portugués: A. Castro. Llasti- 
cidade, Conceito, calculo e applicagoes ao estudo dos fendmenos econémicos : 
F.G. Lesre. Ainda a fiscalizagao das sociedades anénimas e a tributagio 
das grandes empresas: V. MorEtmRA. A Geografia Humana e o trabalho 
humano: J. BERSEILLE. 


Revista Brasileira de Econémia 


Vou. V, No. 1, Marcu 1951. Interpretagao do Processo de Desenvolvimento 
Econémico: R. Presiscw. Alguns Reparos sébre a Teoria do Multi- 
plicador: E. Gupin. Politica de Saldrios, Emprégo e Estabilidade 
Econémica: G. HABERLER. 

Vot. V, No. 2, JuNE 1951. Seis Conferéncias do Professor Jacob Viner. A 
Teoria Classica de Comércio Internacional e os Problemas Atuais. Ten- 
déncias Recentes na Teoria do Mecanismo do Comércio Internacional. 
Lucros Provenientes do Comércio Exterior. Relagdes Entre a Politica Mone- 
taria e Fiscal e a Politica Comercial. A Influéncia do Planejamento 
Econémico Nacional na Politica Comercial. A Economia do Desenvol- 
vimento. 


Revista de la Escuela de Estudios Contables 


Vou. III, No. 12, Octoper 1951. La Valuacién de Inventarios y las 
Fluctuaciones de los Precios: L. H. DE LA Garza. Importancia Creciente 
para la Industria, del Estudio de los Tiempos y los Movimientos: A. Caso. 
El Envase como Medio de Anuncio: T. 8. Hunter. Panorama Econé- 
mico de México: M. Atcocer. Los Grandes Errores del Empresario 
Mexicano: M. A. Mrmanpa. 


Revue de la Faculté des Sciences Economiques de l Université d’ Istanbul 


Vot. XII, Nos. 1-2, OcroBreR 1950-January 1951. La conception moderne 
du budget unique: H. LauFENBURGER. The Functions of Social Policy: 
W. WeppIcEN. Les grands centres boursiers du monde: S. Barba. 
Le réle de Vhistoire dans Vélaboration des théories économiques: V. RB. 
LA GARRIGUE. Der fiskalische Einkommensbegriff: N. Bursau. la 
Gréce et le Plan Marshall: P. B. Drert1s. 


Ekonomisk Tidskrift 
Vout. LIII, No. 3, OcTtoBeR 1951. David Davidson : Ext F. HECKSCHER. 
A tribute to the life work of Professor David Davidson, founder of 
Ekonomisk Tidskrift and one of the greatest of Swedish economists 
Of German Jewish parents who had emigrated to Stockholm, Davidson 
went as a student to Uppsala in 1871, became Professor in 1890, and, 
after retiring in 1919, remained there as Professor Emeritus until he died 
in 1942 at the age of eighty-eight. To Ekonomisk Tidskrift, which he 
founded in 1899 and edited single-handed for forty years, he gave of his 
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best, and its volumes stand as a worthy monument to a great scholar. 
It was after a legal training that Davidson came to economic theory ; 
he meditated long at the shrine of Ricardo, but his approach differed 
essentially from the master’s. The jurist in Davidson made him proceed 
from particular cases to a theoretical explanation, but he lacked the urge 
of a mathematically minded theorist to derive a synthesis. Nevertheless, 
one of his outstanding achievements was to produce an appraisal of 
Ricardo’s thought which is almost unrivalled for its depth and subtlety. 
His penetrating critique of Wicksell’s Interest and Prices, foreshadowing 
modern developments in monetary theory, is now well known. Though 
he differed from Wicksell in temperament and attitude to public affairs, 
each had a great respect and liking for the other; both seem to have 
shared a certain coolness towards Gustav Cassel. Davidson believed 
strongly that economic theory must be fruit-bearing, and during the 
First World War his advice was much sought by the Government, but 
he kept aloof from schools of thought and popular controversy, having 
an unshakable faith in the light that comes from the lamp of learning. 
Tools of Analysis in Modern Infiation Theory: Reflections suggested by 
Bent Hansen’s A Study in the Theory of Inflation: T. Haavetmo. 
In the theory of inflation much depends on setting out precisely what 
is meant by “‘ excess demand.” In this book Bent Rice distinguishes 
between demand in three senses, (a) ex ante purchases which individuals 
believe will “‘ most probably ” be carried out, (b) purchases which would 
be worth making on a rational calculation of utility or costs, (c) active 
attempts to purchase, 7.e., purchases which individuals try to carry out 
by giving orders. (c) will never be less than (a) and can be greater than 
(b). Thus we may have a series of concepts of “excess demand.”’ 
Mr. Haavelmo outlines a general dynamic scheme intended to systematise 
and improve the models used by Hansen in his treatment of ‘‘ suppressed 
inflation.” 

Vou. LIII, No. 4, DEcEMBER 1951. On the Hundredth Anniversary of the 
Birth of Knut Wicksell: Ertx Linpanu. An outline of the life and 
achievements of Knut Wicksell. He was born in Stockholm on Decem- 
ber 12, 1851, and went to Uppsala, where he specialised in mathematics 
and classics. From an early age and all through his life Wicksell was a 
passionate advocate of causes near to his heart; he held strong views on 
the population problem, preached birth control, criticised the established 
Church and was an uncompromising exponent of free speech. So much 
controversy surrounded his name that, despite his famous Ueber Wert and 
Geldzins und Giiterpreise, he was never given full academic recognition. 
He did not become a Professor until he was fifty, and even then it was not 
a full Chair. The respectable were frightened of him; and he was 
sometimes the despair of his friends, as when he went out of his way to be 
ironical at the expense of the doctrine of the Virgin Birth and as a result 
found himself, at the age of fifty-eight, in prison for two months. In his 
economic programme he accepted competitive enterprise on the follow- 
ing conditions: a stationary population, equality of access to education, 
the removal of inequality in property ownership, freedom for trade 
union organisation, socialisation of private monopolies, the maintenance 
of a constant value of money. A number of things he crusaded for in 
his turbulent public life were achieved after his death. Asan economist his 
eminence has long been recognised. He was one of the founders of the 
marginal productivity theory of distribution, and his Interest and Prices 
has exercised a profound influence. During 1952 there will be published 
in Sweden a Bibliography of Wicksell’s publications including news- 
paper articles, a volume of his writings on the population problem and 
various political and social topics, a volume entitled Sweden’s Monetary 
and Exchange Policy, 1914-25, containing Wicksell’s important contribu- 
tions in this field, and, in English, Papers in Economic Theory, the more 
significant articles in HLkonomisk Tidskrift which have hitherto been 
available only in Swedish. The Number of Married Women in Gainful 
Employment in Sweden : Observations on Data from the Census of 1945 : 
CaruL-ERIK QUENSEL. 
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Nationalokonomisk Tidsskrift 

Vout. 89, Nos. 3-4, 1951. Amel Nielsen: Cart IVERSEN and C. VY. 
Bramsnzs. An obituary notice and appreciation, followed by a biblio. 
graphy of Professor Nielsen’s writings. Some Viewpoints on Economic 
Liberalism: Torsten GARpiLUND. A brief survey of the development 
of economic liberalism in England. The Taxation of tobacco in Norway, 
Sweden and Denmark. HeitcGe Situ. A comparative history of 
developments in the present century, including the foundation of the 
Swedish state tobacco monopoly. Scandinavian Customs Union: 
C.V.Bramsnzs. A general discussion of the various problems that would 
have to be faced, such as special treatment for agriculture, the distribu. 
tion of customs receipts and differences in price-levels. Are our Tariffs 
out of date ?: AxEL GruHN. The Danish tariff system is much the same 
as it was in 1908, and since the duties then imposed were mainly specific, 
the Danish tariff level is now one of the lowest in the world. Because 
of Denmark’s high dependence on foreign trade the tariffs of other 
countries hit her exports hard. In the Torquay and Annecy negotiations 
Denmark gained very little, learning that big countries such as England 
have no wish to become less protectionist; indeed, some countries, 
including France, raised their tariffs just previous to the negotiations in 
order to increase their bargaining power. Such countries laid much 
weight on liberalisation through O.E.E.C., which affects them relatively 
little because of their high tariffs while it can create much balance-of- 
payments difficulty for low-tariff counvries. There is also no indication 
that the ideal of liberalisation is to extend to the abolition of double- 
pricing of steel and coal, and Danish and Benelux attempts to link 
liberalisation with tariff reductions were frustrated. Since the high- 
tariff countries are unlikely to do much out of brotherly love, Denmark 
should adopt an active tariff policy, this being the only argument which 
the protectionist countries respect in the Danish struggle for an inter. 
national evening-out of tariffs at the lowest possible level. 

Vou. 89, Nos. 5-6, 1951. The Tasks of the Trade Unions under a Full 
Employment Policy: JoRGEN PEDERSEN. Real wages depend on 
productivity and not on the relative bargaining strength of the parties 
in the labour market, so that the unions can only raise the general level 
of real wages by affecting productivity. Up to the last war Denmark 
had no full-employment policy and her price-level was determined 
externally, since trade was fairly fiee and exchange rates were fixed. 
Thus the unions could only secure wage-increases in excess of the rise in 
productivity at the expense of some unemployment. These conditions 
are now different, so unless the unions modify their aims, continuous 
wage inflation is likely. Equilibrium, Expectations and Plans in Macro- 
Theory: Hans Brems. The first half of this article restates a simple 
Keynesian model of the Hicks ‘‘ Keynes and the Classics ”’ type, sharply 
distinguishing ex ante and ex post values of the variables. The second 
half restates, with slight modifications, the model presented by Dr. 
Brems with Ralph Turvey in Economica, February 1951. Monopoly 
and Monopsony in Anglo-Danish Trade: W. BeckERMAN. This article, 
in English, presents some results of the author’s doctoral thesis, being 
an interesting econometric application of international trade theory. 


Statistisk Tidskrift 
Vout. 1, No. 1, January 1952. Den statistiska metoden: H. CRAMER. 
Befolkningsregistret: I. Unnsom. Omldggning av den arliga inkomst- 
statistiken: J. Ss6stTRAND. Operationsanalys: T. Datentus. Priser 
och taxeringsvarden & jordbruksfastigheter: S. Grotu. 


Skandinaviska Banken Aktiebolag 
Vou. XXXIII, No. 1, January 1952. Convertibility and the Strength of 
Nations: P. Jacopsson. New Influences on Commodity Markets: H. 
Heymann. Import and Export Prices. Genetics and Vegetable Food 
Supplies: E. Apere. The Economic Situation during the Fourth 
Quarter of 1951. 
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Statistikai Szemle (Hungarian text) 

DeceMBER 1951. Stalin on Statistics. Current Problems of Regional 
Agricultural Statistics: A. M6p. Statistical Work in Local Councils : 
L. Pest1. Inherent Defects in the Methods of Compiling and Checking 
Inventories : P. PopyacuikH. Some Problems Concerning the Balance of 
Basic Funds: G. SzOny1. Reproduction of the Population of the Soviet 
Union: A. Boyarsky and P. SHUSHERIN. Statistics of Industrial 
Injuries : Z. FRANK and K. MILTENYI. 

January 1952. Communiqué of the Central Statistical Office on the Results 
of the 1951 Plan. Speech of Deputy I. Kossa in the Debate on the Budget 
of the Central Statistical Office. Let Us Improve the Reliability of Statistical 
Data! Let Us Pay More Attention to the Analysis of Index Numbers of 
Industrial Labour Statistics : 8.GrEntn. Defects in the Final Calculations 
and Planning of Cost Prices : A. Kévesp1. Analysis of the Activity of the 
Anéd Aramirdnyité Factory, Gyér: J. ZauKa. 

Fepruary 1952. Decree of the Council of Ministers on the Duties and 
Organisation of the Central Statistical Office. History of the Statistics of 
Workers Organised by Marz in the First International : L. KasHKAREVA. 
Some Questions on the Valuation of Semi-finished Manufactures: F. 
Scuren. Public Instruction in Hungary at the Beginning of the 1951/52 
School Year. New Regulations on Book-keeping Accounts and Balances : 
Ya. Betenky. The Balance of the Social Product: Z. KecskeMe&tt. 
The Analysis of the Statistics of an Enterprise: P. Gonpos. Statistical 
Reporting by State Farms : J. ARVAI. 


Probleme Ekonomice (Rumanian teat) 

Vou. IV, No. 11, NoveEMBER 1951. Under the Banner of Lenin and Stalin, the 
Party headed by Comrade Gheorghe Gheorghiu-Dej Leads the People towards 
Socialism : M. Constantinescu. Comrade Gheorghe Gheorghiu-Dej and 
the Socialist Industrialisation of Rumania: D. Petrescu. Under the 
Leadership of the Party, Rumania is Realising the Socialist Transform- 
ation of Agriculture: V. Vatpa. The Continuing Solicitude of the 
Party on the Development of Transport: A. ALExa. The Great Struggle 
for Socialist Industrialisation in Rumania: M. Fiorescu. The De- 
velopment and Strengthening of the Socialist Economic System in War- 
time: M. Maxarova. The Albanian People on the Road of Socialist 
Construction: R. Sava. The Creation and Development of the Gheorgiu- 
Dej Metallurgical Combine—an Important Achievement of Popular 
Democracy: I. Poprep and D. Lucact. The Grivifa—Rogie Railway 
Workshop Leads in the Struggle for Prefulfilment of Plan : N. Dracomr. 
The ‘‘ Onward ”’, *‘ New Life” and ‘‘ Aaron Gabor ” Collective Farms in the 
Fight for Better Organisation of Work and Strengthening of Collective 
Work : H. Koun, A. Unpi and M. CristTar. 

Vou. IV, No. 12, DEcEMBER 1951. Four Years since the Proclamation of the 
Rumanian People’s Republic. Stalinist Teaching on Socialist Competition 
and Stakhonivism—Priceless Guidance for the Progress of the Stakhanovite 
Movement in Rumania: C. FitorEanu. Volume X of the Works of 
J. V. Stalin: 8. Crucervu. The Stalin Plan for the Transformation of 
Nature: C. Grorcrescu. The Great Successes of the Soviet People: 
E. Necureanu. The Engineering Industry; the Principal Foundation 
of Socialist Industrialisation: R. CerRNEA. The Heroic Struggle of the 
Korean People for Peace and against the Barbarous Aggression of Im- 
perialism : F. Morarvu. Imperialism, i's Fundamental Characteristics 
and Contradictions : A. OSTROGSKY. 


Finansi 1 Kredit (Bulgarian text) 

Nos, 3-4, SEPTEMBER 1951. The Importance of Savings and State Loans for 
the Construction of Socialism in our Country: A. Stoyanov. Planning 
State Revenues: Ya. YaEv. Short-term Credits to Co-operative Organisa- 
tions by the Bulgarian National Bank : 8. Marxov. International Pay- 
ments: P. Perxov. The Réle of Credit in the Soviet Economy: B. 
BaTIREV. 
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Ekonomist (Serbian text) 

Vout. IV, Nos. 5-6, 1951. The Peasant Free Market and the New Economic 
Measures : N.Cosets16. Planning Considered as an Objective Necessity ; 
B. Jewié. Cost Accounting and the Problem of Raising the Profitability of 
Industrial Enterprises: M. Dautovicé. A New Contribution to the 
Theory of the Transition Period : B. Horvat. Our Credit System and its 
New Functions : M. VuéKovié. The Programme of U.N.E.S.C.O. in the 
Social Science Field in 1952 : R.U. Specialisation of Production and of 
Exports as a Result of Unequal Development under Capitalism: 
S. Brankovié. 


Voprosy Ekonomiki (Russian text) 

No. 12, 1951. The Struggle for the Lowering of Production Costs in Urals 
Enterprises : A. VERSHININ and §.Somoytov. The Victory of Communal 
Livestock Breeding on Collective Farms in the First Post-war Five-year 
Plan: G. Rocozin. The Stalingrad Hydrocentre and the Development of 
Agriculture in the Ciscaspian Areas: I. KuvsHinov. The Armaments 
Race in Capitalist Countries Accentuates the Impoverishment of the Workers : 
M. Mosuensky. Yhe Marshallisation of Austria under the Yoke of 
American Imperialism : S. Borisov. The Successes of Socialist Con- 
struction in People’s Democratic Poland: P. Nikitin. The Militarisation 
of the Economies of Capitalist Countries (Statistical Material). Questions 
of Cost Accounting in Economic Literature : A. VOROBYOVA. 

No. 1, 1952. 27th Anniversary of the Death of Lenin: Speech by P. N. 
PosPELov at a Memorial Meeting in Moscow. Ways towards a Reduction 
in the Cost of Industrial Products: M. Dmirrizv. Gigantic Soviet 
Automobile Production: G. VENDENYAPIN and V. KoZHEVNIKOov. 
The Circulating Capital of Collective Farms: V. ZAKLApNoI. The 
Inflationary System at the Service of Militarism and Aggression: F. 
MIKHALEVSKY. The Fruits of Imperialist Management in India and 
Pakistan : I. Lemin. The Peoples of Africa in the Fight for Peace and 
Freedom: V. VasttEvA. The Strengthening of Cost Accounting in 
Czechoslovak Industry : G. Kuzm1n. Questions of the Theory and Practice 
of Socialist Planning in the Journal Planovoe Khozyaistvo : K. VasImzEv. 
A Clarification of Problems of Industrial Economics in the Periodicals 
Field; P. Mstistavsky and L. SMyYSHLYEVA. 

No. 2, 1952. Report of the Central Statistical Administration on the 1951 Plan 
Results. A Mighty New Upsurge in the Socialist Economy. The In- 
dustrial Expansion of Economic Regions in the Post-war Five-Year Plan: 
R. Livsuits. Questions of the Organisation of Land Utilization in 
Enlarged Collective Farms: 8. Upacutn. The Great Friendship of the 
Peoples of the Soviet Union and China: A. Martynov. The Struggle of 
the Egyptian People for Peace and Independence : L. VATOLINA. Aggra- 
vation of the Conflict between American and British Imperialism for Con- 
trol of the British Dominions: A. MttEyKovsky. International Economic 
Intercourse and the Problem of Improving Living Conditions in Western 
Countries: M. AteKsanpRov. The Soviet Union and International 
Economic Co-operation: L. Frryntn. Some Results of the Enlargement 
of Collective Farms in the Kirgiz S.S.R.: N. KuzempBarv. Keynesianism 
in the Service of Imperialist Reaction : I. BuyumMin. 


Planovoe Khozyaistvo (Russian text) 

No. 6, 1951. The 34th Anniversary of the Great October Socialist Revolution ; 
Speech at a Commemorative Session of the Moscow Soviet on 6 November 
1951: L. P. Berta. Fully Make Use of Reserves for the Growth of In- 
dustrial Production. The Stalin Constitution is the Constitution of 
Victorious Socialism : V.CHKHIKVADZE. The Volga—Don Ship Canal: 
L. Grexutov. Planning the Development and Introduction of Advanced 
Technique in the National Economy: N. Soxotov. For High Quality 
Production: V. TKACHENKO. Economic Problems at the Thirteenth 
Session of the Economic and Social Council of the United Nations : G. 
Stavyanov. The Analysis of the Economic Activity of an Enterprise 18 4 
Weapon in the Battle for Fulfilment of the State Plan : T. Katrntn. 
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The Economic Studies Quarterly (in Japanese) 


Vor. II, No. 4, OcToBER 1951. On the Positive and Negative Variation and 
the Stability: M. Sono. On the Sono’s Condition of Stability: K. 
MizuTani. Discrepancy between Income and Product: S. Tsuru. 
The Problem of Integrability in the Theory of Consumer’s Behaviour: 
M. Fukuoka. Round Table Discussion—New Trends of Econometrics in 
America: I. Yamapa, Y. Cuiausa, H. Furuya, H. Tatsumi and 
M. SHINOHARA. 


The Annals of the Hitotsubashi Academy (in English) 

Vou. II, No. 1, OctoBER 1951. Evaluation of the Japanese Economy: I. 
NaKAYAMA. Japanese Small Industries during the Industrial Revolution : 
T. YAMANAKA. The Production Function for Manufacturing in Japan: 
M. SurnoHarRA. Of the Logical Character of the Monetary Economy: T. 
TaKAHASHI. Fundamental Problems of Comparative Statics: M. 
HisaTaKE. Ricardo’s Theory of International Balance of Payments 
Equilibrium: K. Kosta. Aristotle’s Theory of Practical Wisdom: 
Y. Fusu. Seclusion, Japan’s Tragedy: K. Muramatsu. 


The Economic Review (in Japanese) 

Vou. II, No. 2, Apriz 1951. The Soundness of Banking Business and the 
Banking Structure: S. Yamacucut. The Classical Theories of Inter- 
national Trade and Marx: T. Nawa. The Characteristics of American 
Monopoly Capital: K. Owara. Uneven Accumulation and Dispropor- 
tionality—a Critical Survey of Reproduction-Crisis Theories: K. 
NoNOMURA. 

Vou. II, No. 4, OcToBER 1951. Developments in the Structure of Labor in 
Japan: T. YAMANAKA. On the Japanese Type of Labor Union: K. 
Oxoucut. The Three Forms of the Process of Capital-Circulation and 
Socialistic Reproduction: T. Sorsmma. The Analysis of the National 
Income Estimates of Japan—I. The Examination of the Gross National 
Product Estimates of Post-war Japan: 8. Tsuru. The Changes in the 
National Income Distribution of Post-war Japan: C. TakaHasnut. ‘he 
Secular Fluctuations of National Income of Japan: K. OHKAWA. 





NEW BOOKS 
British 


Buiack (D.) and Newrne (R. A.). Committee Decisions with 
Complementary Valuation. London: William Hodge, 1952. 8}”. 
Pp. vii + 59. 10s. 6d. 


[To be reviewed. } 


Books Are Essential. Six Essays by Sm Norman Birkett, J. L. 
Hopson, M. JosrepH, W. R. Munrorp, C. Pace and H. Witson. 
London: Andre Deutsch, 1951. 734’. Pp. 96. 7s. 6d. 


[Six authors describe the present state of the book trade. All of them, 
publisher, author, bookseller, commercial librarian, public librarian, general 
reader, are worried. All are a little inclined to blame each other. All are the 
more worried by recent attacks on the net book agreement. ] 

Cuuss (B.). The Control of Public Expenditure. Financial 
Committees of the House of Commons. Oxford: Clarendon Press, 
1952. 8}. Pp. vii+ 291. 25s. 


[To be reviewed. ] 

CiEae (H.). Industrial Democracy and Nationalization. Oxford : 
Basil Blackwell, 1951. 74. Pp. viii + 147. 9s. 6d. 

[To be reviewed.] 





468 THE ECONOMIC JOURNAL [JUNE 


CoLE (G. D. H.). The Development of Socialism during the Pagt 
Fifty Years. The Webb Memorial Lecture, 1951. London: The 
Athlone Press at the University of London, 1952. 84”. Pp. 32. 
2s. 6d. 


[The greater part of this lecture is taken up with a characteristically lucid 
survey of the evolution of the socialist movement in different European countries 
and in America since the beginning of the century. This survey leads Professor 
Cole to some striking and thought-provoking conclusions on the position and 
prospects of socialism to-day which deserve to be widely studied.] 


DeEarRLE (N. B.). Economics. An Introduction for the Student 
and for Everyman (New Edition). London: Longmans, Green, 195]. 
8”. Pp. x + 560. 25s. 


[This third edition of Mr. Dearle’s well-known text-book has been revised 
and brought up to date in detail, and appendices have been added dealing briefly 
with some of the more important changes in economic thought and economic 
problems that have taken place since 1939.] 


Erzie (P.). Inflation. London: Chatto and Windus, 1952. 
8”. Pp. 222. 12s. 6d. 


[To be reviewed. ] 


FEDERATION OF British InpusTRIES. The Budget 1952. Re. 
presentations to the Chancellor of the Exchequer. London: F.BI, 
1952. 8}. Pp. 15. 


[These representations include a statement of the case against the Profits 
Tax and against Excess Profits Taxes of the type in force during the war, ands 
reiteration of the arguments concerning the definition of profits previously 
submitted by the Federation to the Tucker Committee. Other points raised 
include the inequitable nature of Section 36 of the Finance Act, 1951, which gives 
the Treasury power to veto the removal of the control of a business from the 
United Kingdom, and the heavy burden of death duties on private companies.] 


Frrauson (T.) and Cunnison (J.). The Young Wage-earner. A 
Study of Glasgow Boys. London: Oxford University Press (for The 
Nuffield Foundation), 1951. 84”. Pp.x-+ 194. 8s. 6d. 


[To be reviewed. ] 


GoopMaN (E.). Forms of Public Control and Ownership. London: 
Christophers, 1951, 74’. Pp. 142. 8s. 6d. 


[To be reviewed. ] 


Grick-HutcHInson (Marsgorig). The School of Salamanca. 
Readings in Spanish Monetary Theory, 1544-1605. Oxford : Clarendon 
Press, 1952. 7%’’. Pp. xii+ 134. 12s. 6d. 


[To be reviewed. | 

GruBER (K.). Conditions of Full Employment. Translated into 
English by Jean Meyer. London: William Hodge, 1952. 8}". 
Pp. vi+ 141. 12s. 6d. 

[To be reviewed. ] 

HawtTrey (R. G.). Economic Aspects of Sovereignty. London: 
Longmans, Green, 1952. 83”. Pp. vii+ 191. 24s. 


[To be reviewed. ] 


Hotmstrom (J. E.). Facts, Files and Action in Business and 
Public Affairs. Part I: Sources and Backgrounds of Facts. London: 
Chapman and Hall, 1951. 83". Pp. xvi+ 449. 36s. 

[‘‘ For information on his own subject,” writes Dr. Holmstrom, “ the reader 


will not, of course, turn to this book except in so far as it may amuse and profit 
him to see how this looks from the outside.” The author’s purpose is to help the 
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journalist, the business man and the student of public affairs generally who wishes 
to acquire a working knowledge of some subject, related, perhaps, to his own, 
but outside his particular sphere of expertise. The arrangement adopted is to 
give in the text a bird’s eye view of the literature of a given subject and the main 
topics arising within it, and to confine full bibliographical references to notes 
at the end. About half the chapters are devoted to economic topics of one sort 
or another; others deal with government, law, the Press and religion. On the 
whole, Dr. Holmstrom may be considered to have been successful in his aim; 
readers who follow up his notes should soon know their way about the subjects 
they are interested in. A word of praise is due too to the ingenuity of the book’s 
arrangement and to the fullness of its index. Inevitably there are a fair number 
of omissions and some errors which will require correction in a subsequent edition : 
readers of this JouRNAL will be surprised to learn that it appears monthly and 
that the Royal Economic Society publishes quarterly reports. The bibliography 
would have been improved, moreover, had the author worked as carefully over 
the several Bank Reviews—to say nothing of the learned journals—as he has 
evidently done over the Economist and the publications of P.E.P.; and although 
the coverage is specifically limited to Britain, more reference might with advantage 
have been made to United Nations publications. } 


Hoskins (W. G.) and Finpere (H. P. R.). Devonshire Studies. 
London: Jonathan Cape, 1952. 9’. Pp. 470. 36s. 


[To be reviewed. ] 


Kemény (G.). Economic Planning in Hungary, 1947-9. London 
and New York: Royal Institute of International Affairs, 1952. 8}’’. 
Pp.x + 146. 12s. 6d. 


[To be reviewed. ] 


LesER (C. E. V.). Some Aspects of the Industrial Structure of 
Scotland. University of Glasgow Department of Social and Economic 
Research Occasional Papers No. V. Glasgow: Jackson (for the 
Department of Social and Economic Research, University of Glasgow), 
1951. 8%”. Pp. 52. 6s. 


[This study has a rather wider scope than its title might suggest, since 
Mr. Leser’s method is based on a comparison between the industrial structure 
of Scotland and that of other parts of Great Britain, and some interesting 
facts about the structure of industry in England and Wales emerge in the process. 
Coefficients of specialisation are calculated for Scotland and for other regions 
of Great Britain, and it is found that neither West Scotland nor Scotland 
as a whole has a high degree of specialisation on this reckoning. Such specialisa- 
tion as there is, however, tends to be on capital-goods industries, and in this 
respect the position of Scottish industry may be considered vulnerable in the 
event of a trade depression. But “ specialisation as such does not seem to be 
responsible for the major part of the Scottish economic problems.” Amongst 
other topics covered are the reasons for the higher present unemployment rate in 
Scotland compared to England and Wales, for which differing industrial structure 
does not provide an explanation, and the balance between industries employing 
different types of labour. The proportion of females in the insured labour force 
of a region is shown to depend on the type of industry which preponderates there ; 
but the same does not apply to juveniles, the proportion of whom to other insured 
workers depends on the age-distribution of the region’s population. The con- 
clusion is drawn that whereas the provision of balanced employment opportunities 
for the two sexes should be an important consideration in location policy, the 
balance between openings for juveniles and for adults will usually adjust itself 
fairly readily and does not need to be made a conscious object of policy. ] 


MEJER (E.). Agricultural Labour in England and Wales—Part IT. 
Farm Workers’ Earnings 1917-1951. Loughborough: University of 
Nottingham Department of Agricultural Economics, 1951. 9}”. 
Pp. 108. 5s. 

[In this monograph, which is a sequel to a previous study dealing with the 
period between 1900 and 1920, Mr. Mejer gathers together a large amount of data 


on wages and conditions of work in agriculture and on legislation affecting the 
position of the farm labourer since the Corn Production Act of 1917.] 
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Morean (FE. V.). Studies in British Financial Policy, 1914~1995, 
London: Macmillan, 1952. 8}3’’. Pp. xii + 388. 28s. 


[To be reviewed. ]} 


Ture NationaL INSTITUTE OF Economic AND SoctaL RESEARCH. 
Annual Report 1951. London: The National Institute of Economic 
and Social Research, 1951. 83’. Pp. 31. 


[Particulars are included of the progress of the Institute’s research programme 
on capital and capital formation, and the inauguration is announced of two new 
research projects, one on recruitment of industrial and commercial management 
and the other an examination of British economic statistics. ] 


THE NUFFIELD PRovinciAL Hospirats Trust. Report 1948-19651. 
Oxford University Press, 1951. 8}. Pp. 67. 


[The studies and experiments whose progress since 1948 is recorded in this 
report had as their subjects, amongst others, job-analysis of nursing, function and 
design of hospitals, hospital costing and health centres. ]} 


Osata (E. M.). Agriculture and Economic Progress. London: 
Oxford University Press, 1952. 8}. Pp. vi-+ 220. 25s. 


[To be reviewed.] 


Patterns of British Life. A study of certain aspects of the British 
people at home, at work and at play, and a compilation of some 
relevant statistics. With a foreword by Edward Hulton. London: 
Hulton Press, 1950. 11”. Pp. 144. 25s. 


[This volume is built around a series of statistical tables based mainly upon 
the Hulton Readership Survey of 1949. In addition to very detailed analyses 
of newspaper readership, these tables deal with such matters as family composition, 
employment and housing, and also treat at some length drinking, smoking, 
gambling and cinema-going habits, the use of cosmetics, the keeping of domestic 
animals and other similar aspects of British life which have perhaps more social 
than economic interest. This last may be said of many of the tables; but their 
value is not on that account to be underrated. Perhaps the most useful sections 
are those on family composition, where much fuller and more detailed estimates 
of family size and structure analysed according to social class are given than are 
elsewhere available, and on accommodation, where particulars are provided on 
the proportion of families owning their own houses, sharing houses, renting 
furnished or unfurnished accommodation, etc., again analysed by social class. 
It would be of the greatest interest if the Hulton research organisation could 
publish comparable figures on these questions over a period of years. The 
statistical tables are preceded by a breezily written text by Geoffrey Browne, 
who discusses the leading conclusions emerging from the figures. ] 


Peacock (A. T.). The Economics of National Insurance. 
London: William Hodge, 1952. 84’. Pp. 126. 8s. 6d. 


[To be reviewed.] 


The People’s Industry. A Statement on Social Ownership by the 
National Committee of the Co-operative Party. London: The 
Co-operative Union (for the Co-operative Party), 1951. 8}’. Pp. 26. 
8d. 


[This statement prepared for submission to the 1952 Annual Conference of the 
Co-operative Party discusses the relative contributions that may be made by 
state enterprise, municipal enterprise and co-operation towards the attainment 
of the goal of popular control of industry.] 


Picton (G.). Commercial Agreements. The Form and Content 
of some Agreements between Firms. Cambridge: Bowes and Bowes, 
1952. 84”. Pp. 23. 3s. 6d. 


[This is the first of a projected series of monographs on economic institutions 
by members of the Faculty of Commerce and Social Science of Birmingham 
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University. Its subject is the technique and content of agreements reached be- 
tween individual firms—the treaties of the business world, as Professor Sargant 
Florence describes them in his introduction. The subjects of these agreements 
range from the varying types and degrees of restriction of competition in selling 
and in design of product to the different arrangements that may arise out of the 
ownership of a patent. | 


PoLITICAL AND ECONOMIC PLANNING. Government and Industry. 
A survey of the relations between the Government and privately- 
owned industry. London: P.E.P., 1952. 9’. Pp. vii + 224. 2ls. 

[The bulk of this report is taken up with a factual survey of the various forms 
of control and intervention practised by government in the spheres of investment, 
foreign trade and production, and with the machinery of the government de- 
partments concerned and of the industrial organisations with which they have 
relations. Although on matters of principle the report does not have a great 
deal original to contribute, and although the treatment of some aspects of the 
subject is inevitably very brief, the report as a whole provides a useful work of 
reference over a wide range of topics. To the general reader, much the most 
interesting part is the Appendix on the control of investment. The conclusion 
there tentatively suggested is that in present circumstances physical controls 
will be hard to dispense with, since attempts to rely mainly on interest-rate 
manipulation or other means of ane the profitability of investment are 
bound to be subject to serious objections so long as the price structure is marked 
by anomalies and distortions arising out of inflationary pressure and partial price 
control, and so long as many firms retain a reserve of unexploited monopoly 
power. ] 


PoLITICAL AND ECONOMIO PLANNING. Manpower. A series of 
studies of the composition and distribution of Britain’s labour-force. 
London: P.E.P., 1951. 94”. Pp.ix + 102. 16s. 


[To be reviewed. ] 


Rep (I. G.). Costs and Returns from Barley Production on 29 
Farms in the South of England in 1950. University of Reading 
Department of Agricultural Economics, Miscellaneous Cost Studies No. 
20. University of Reading, 1951. 10”. Pp. 10. 2s. 


[This new instalment in the series of cost studies published by the Department 
of Agricultura! Economics of Reading University follows the pattern set by its 
predecessors in analysing the various components of cost and return, and the range 
of variation between the different farms in the sample.] 


Ropinson (Joan). The Rate of Interest and other essays. 
London: Macmillan, 1952. 74’. Pp. viili+ 170. 10s. 6d. 


[To be reviewed. ] 


SmpvERM4N (R.). Advertising Expenditure in 1948. London: 
Newman Neame (for the Advertising Association), 1952. 9}. 
Pp. xi+ 99. 21s. 


[To be reviewed. } 


Smira (W.). Geography and the Location of Industry. An 
ay Lecture. The University Press of Liverpool, 1952. 8}”. 
. 20. 2s. 


[This lecture is devoted to a discussion of the types of geographical factor 
that have influenced the location of industry in Great Britain.] 


Turvey (R.) (Ed.). Wages Policy Under Full Employment. 
By E. Lundberg, R. Meidner, G. Rehn and K. Wickman. London : 
William Hodge, 1952. 7}. Pp. viii+ 87. 6s. 

_ [This is a valuable and atinnteting collection of essays, even though the main 
impression with which the reader is left is of the extreme complexity and difficulty 
of the whole subject and of the inadequacy of the treatment usually accorded to it 
by economists. In particular, the relation between ‘“ demand-induced inflation ” 
and “ wage-induced inflation ’” emerges as being much more complicated than is 
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often supposed. In what is perhaps the most original contribution to the sym- 
posium, Mr. Gosta Rehn argues that two of the most powerful stimuli to wage 
demands are high profits and an anomalous structure of relative wages—the latter 
being a legacy of the period when general unemployment caused different parts 
of the labour market to be virtually “‘ non-competing groups.’ On the basis of 
this reasoning, Mr. Rehn puts forward some ingenious suggestions for policy 
which are further discussed and criticised by the other contributors. ] 3 


UNIVERSITY OF CAMBRIDGE DEPARTMENT OF APPLIED Economics, 
Second Report. Activities in the Years 1948-51. Cambridge Uni. 
versity Press, 1951. 84. Pp. 34. 

[A full account of the work of the Department and its growth during the last 
two years. | 


Zweie (F.). Productivity and Trade Unions. Oxford: Basil 
Blackwell, 1951. 84’. Pp. 240. 2ls. 


[To be reviewed. ] 
Trish 


Hooper (L.). Money and Employment in Ireland. Dublin: 
Fallon, 1952. 10”. Pp. xii+ 159. 10s. 6d. 


[To be reviewed. ] 
Indian 


Anprews (S. P.). The Science of Society. Part I. The True 
Constitution of Government. Part II. Cost the Limit of Price. Bom- 
bay: Libertarian Socialist Institute, 1951. 84’. Pp. viii + 203. 

[This odd volume, which possesses neither foreword nor introduction to 
explain the circumstances of its publication, would appear to be a reprinting in 
India of two small books published in the United States about a hundred years 
ago. The first carries the full title The True Constitution of Government in the 
Sovereignty of the Individual as the Final Development of Protestantism, Democracy 
and Socialism, and bears the name of Stephen Pearl Andrews on its title page. 
It contains lectures delivered before the New York Merchants Institute in 1851. 
The second is entitled Cost the Limit of Price, a Scientific Measure of Honesty in 
Trade as one of the Fundamental Principles in the Solution of the Social Problem.} 


BaNERJEA (P.). An Introduction to the Study of Indian Economics. 
Revised third edition. University of Calcutta, 1951. 9’. Pp. 172. 


Rs. 3-8 as. 


[This a third, revised and rewritten, edition of a text-book designed for Indian 
use. It covers a very wide field in short compass, including special features of 
Indian society, such as land systems, famine prevention, water-power develop- 
ment, rural indebtedness and the population problem, as well as the more normal 
problems of production, distribution, exchange, credit and banking and the like. 
Inevitably so many problems cannot be handled in limited space without s 
compression which sometimes borders on superficiality. ] 


BuaTnaGak (K. P.), BanapurR (S.), AGRawaL (D. N.) and Gupta 
(S. C.). Transport in Modern India. Kanpur: Kishore Publishing 
House, 1952. 84. Pp. xii + 435. Rs. 10/-. 

[A useful and detailed study of the history and economic problems of Indian 
railways, roads, motor transport, shipping and air transport. |] 


CHANDRASEKHAR (S.). Demographic Disarmament for India. A 
Plea for Family Planning. Presidential Address to the First All- 
India Conference of the Family Planning Association of India held 
in Bombay, 30th November-2nd December 1951. Bombay: The 
Family Planning Association of India, 1951. 10’. Pp. 39. 

[A plea for birth control and a discussion of the attitude to it of orthodox 
Hinduism. } 
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IyencaR (S. Kesava). Rural Economic Enquiries in the Hydera- 
bad State, 1949-51. Hyderabad Government Press, 1951. 94”. 
Pp. xx + 658. 35 maps, graphs and charts. Rs. 15/-. 

[The inquiries cover a wide range of topics such as climate, soils, land prices, 
economic holdings, methods of tenure, capital needs, debts, family budgets, 
cottage industries. | 


KaranTua (K. V.). Prosperity for Villages. Puttur, Madras : 
Harsha, 1950. 73”. Pp.iv+ 77. R.1/-. 

[The author is gravely concerned with the decline of the Indian village crafts- 
man in the face of large-scale industry not only outside India but also within it, 
and to be further fostered by current development plans. He strongly advocates 
the establishment of cottage industries. ] 


Kumarappa (J. C.). Gandhian Economic Thought. Library of 
Indian Economics Publications No: 1. Edited by C. N. Vakil. 
Bombay: Vora, 1951. 7}. Pp. 72. 2s. 


[The author, as Prof. Vakil explains in a valuable short foreword, was a 
trusted disciple of Gandhi and well placed, therefore, to expound his doctrines, 
which exercise great influence upon Congress policy. The essentials are truth 
and non-violence. The latter is extended to imply the avoidance of actions 
which, by promoting shortages and competition for scarce resources, may also 
promote violence. Thus distinction is made between a current economy in which 
“a bucket of water is taken out from a river, and more water comes to fill the 
depression created ’”’ and the reservoir economy in which vast demands exhaust 
supplies. The objective is to create a system of life in which modest and simple 
demands are met by modest and steady supplies. ] 


Latwant (K. C.). Banking. Calcutta: Mandir, 1951. 74”. 
Pp. v + 263. Rs. 64-0. 


[This the fourth volume in a series of Handbooks on Economics and Commerce. 
The author is Senior Lecturer in Commerce at Delhi Polytechnic. It covers a 
general study of banking institutions and procedures in India, with further 
sections devoted to central banking and credit control, and to commercial banking. 
It provides a competent and useful introduction to the subject, with emphasis 
fairly and evenly divided between theory and institutional practice. |] 


NaTAaRAJAN (B.). Food and Agriculture in Madras State. Madras: 
Director of Information and Publicity, 1951. 8}. Pp. xxi + 257. 
R. 1. 


{Madras is an area which has suffered most severely by the decline of Burmese 
tice imports, as well as by population growth and failure of successive monsoons. 
The present population, now amounting to about 57 millions, requires about 7-8 
million tons of food grains to supply a standard of 16 oz. a day per adult—a not very 
generous estimate of need. Without import there is a deficit of about 1-5 million 
tons, and with imports, about 1 million tons, or about 13%. This very careful and 
responsible study by the Economic Advisor to the Government of Madras makes 
abundantly clear how desperately serious the situation has become and the diffi- 
culties of its long-term solution. ] 


ReseRvVE Bank oF Inp14. (Agricultural Credit Department). 
Land Mortage Banks. Bombay: Reserve Bank of India 1951. 8}’’. 
Pp. 76. RB. 1. 

[A comparative study of land-mortgage banking. Small banks have proved 
valuable, in Indian conditions as elsewhere, not only in providing funds for agricul- 
tural development but also in mobilising rural savings. This report, promoted by 
the Reserve Bank of India, commends the organisation of such banks both to 
co-operators and to state adminstrations. } 


Tiwari (S. G.). The Economic Prosperity of the United Provinces. 
A Study in the Provincial Income, Its Distribution and Working 
Conditions, 1921-39. Bombay and Calcutta: Asia Publishing 
House, 1951. 9”. Pp. xxxiii + 367. Rs. 16. 


[To be reviewed. ] 
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Vax (C. N.) and BranMananDA (P. R.). Planning for a Shortage 
Economy. The Indian Experiment. Bombay: Vora, 1952. 74". 
Pp. 319. Rs. 5/8; Cloth bound Rs. 7. 

[To be reviewed.] 


American 


AMERICAN MANAGEMENT AssoOcIATION. Organization Planning 
and Management Development. Personnel Series No. 141. New 
York : American Management Association, 1951. 9”. Pp. 51. 

[This consists of five papers presented at the Personnel Conference of the 
American Management Association in September 1951 dealing with such questions 
as decentralisation, the optimum “ span of control ’’ and the selection and training 
of supervisory personnel. ] 


Barpss (G.F.). Distribution of Profits in the Modern Corporation, 
Catholic Moral Teaching. Washington: The Catholic University of 
America Press, 1951. 9. Pp. ix + 181. 


[To be reviewed. ] 


Brown (M. P.). Operating Results of Department and Specialty 
Store Branches. A Survey as of 1950. Bureau of Business Research 
Bulletin No. 136. Boston: Harvard Business School, 1952. 11". 
Pp. 70. $2.50. 

[The growth of branch stores has been an outstanding feature of the develop- 
ment of retailing in the United States in recent years. This monograph compares 
the operating results of branches with those of their parent stores, discusses the 
changes shown between the sample taken in 1948 and that taken in 1950, and 
analyses the comparative performance of branches of differing sizes and locations.) 


CutpmaNn (J. S.). The Theory of Inter-Sectoral Money Flows and 
Income Formation. Baltimore: The Johns Hopkins Press, 1951. 
9”. Pp. xv + 154. $2.00. 

[To be reviewed.] 


ConporpE (M. V.). The Soviet Financial System: Its Develop- 
ment and Relations with the Western World. Columbus: The 
Bureau of Business Research at the Ohio State University, 1951. 
9”. Pp. xiii + 230. 


[To be reviewed.] 


CopELAND (M. T.). The Executive At Work. Cambridge, Mass.: 
Harvard University Press (London: Geoffrey Cumberlege), 1952. 
84". Pp. 278. 24s. 

[To be reviewed.] 


Dean (J.). Capital Budgeting. Top-management Policy o 
Plant, Equipment and Product Development. New York: Columbia 
University Press (London: Geoffrey Cumberlege), 1951. 8}". 
Pp.x + 174. 32s. 6d. 


[To be reviewed. ] 


Doprovotsky (S. P.). Corporate Income Retention, 1915-43. 
New York: National Bureau of Economic Research, 1951. 9. 
Pp. xviii + 122. $2.50. 


[This is a competent and useful monograph. Dr. Dobrovolsky shows thst 
the marginal propensity to save of manufacturing corporations in the United 
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States remained fairly constant over the period studied at between 70 and 
80%. Comparisons between the amount of profit retained in a given year by 
firms with differing rates of profitability yield similar results. He also shows that 
there is no evidence to suggest that the relative reliance of corporations on 
ploughed-back profits and on external finance respectively underwent any im- 

rtant alteration over the period; the degree of dependénce on external financing 
has been mainly a function of the current level of investment activity.] 


Frits (H.). The Diplomacy of the Dollar. First Era 1919-1932. 
Baltimore: The Johns Hopkins Press, 1950 (London: Geoffrey 
Cumberlege, 1951). 83’. Pp. vii+ 81. 18s. 


[In these interesting and stimulating lectures, originally delivered at the Johns 
Hopkins University, the author considers the political potentialities of American 
foreign lending at the present time in the light of the experience of the 1920s. 
In that decade it was widely believed in the United States that the flow of dollars 
would as such lead to the creation of political and economic stability in the 
borrowing countries. This hope was falsified. The State Department exercised 
some supervision over the flotation of foreign loans in the United States, but the 
principles by which it was guided were too narrow. In the upshot American 
lending proved to have been irrelevant to the main course of political events in 
Europe and elsewhere, and much of the economic benefit which it should have 
brought was undone by the depression. If a repetition of these events is to be 
avoided, the United States must on the one hand create within its own economy 
the conditions that will enable borrowing countries to service and repay their 
loans without detriment to their balance of payments, and on the other hand 
have a clear and consistent view of the political and economic objectives which 
its great economic strength puts it in a position to seek. That this strength 
should be used to bring pressure upon the policies of borrowing countries is 
considered by Mr. Feis to be both perfectly legitimate and desirable; but it is 
essential that the United States should avoid the appearance of pressing 
enthusiastically upon borrowers policies that have not been sufficiently well 
thought out or that are inconsistent with one another—of which the simultaneous 
demand for non-discrimination and for European integration is quoted by Mr. 
Feis as an example. ]} 


Garvy (G.). The Development of Bank Debits and Clearings and 
their Use in Economic Analysis. Washington: Board of Governors 
of the Federal Reserve System, 1952. 9’. Pp. viii + 175. 


[To be reviewed. ] 


Gates (W. B. Jr.). Michigan Copper and Boston Dollars. An 
Economic History of the Michigan Copper Mining Industry. Cam- 
bridge, Mass.: Harvard University Press (London : Geoffrey Cumber- 
lege), 1951. 84’. Pp. xiv + 301. 32s. 6d. 


[The Michigan copper-mining industry had its origins in the 1840s, and for the 
twenty years or so following the end of the Civil War Michigan supplies dominated 
the United States copper market. Output continued to rise until the First 
World War, but already by that time the growth of production in other parts of the 
United States had relegated the Michigan industry to a position of comparative 
unimportance. Since then output has progressively declined. Mr. Gates’s 
scholarly study traces the history of the industry through each of these stages of 
its life-cycle. The author does not neglect technological factors, but his main 
interest is economic, and the value of the book is much enhanced by the careful 
and extensive compilation of relevant statistical time-series included in the 
appendix. He emphasises the importance of the spectacular success of a few 
companies in attracting capital to the region in its early days when the average 
rate of return was poor, and also the relative insensitivity of output to price 
movements so long as new mineral deposits remained to be exploited. At a 
relatively early stage in the industry’s development, its competitive structure 

ame oligopolistic, and thereafter the ups and downs of schemes for concerted 
restriction of output bulk largely in its history.] 
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Harriss (C. LowELL). History and Policies of the Home Owners’ 
Loan Corporation. Financial Research Program Studies in Urban 
Mortgage Financing. New York: National Bureau of Economic 
Research, 1951. 9’. Pp. xix + 204. $3.00. 


[This is the fourth of a series of studies in urban real estate finance which form 
part of the National Bureau of Economic Research’s financial research programme, 
The Home Owners’ Loan Corporation was originally set up in 1933 with authority 
to re-finance mortgage loans held by private lending institutions and so help 
prevent a further increase in the number of foreclosures and the hardship they 
brought withthem. The Corporation was finally liquidated in 1951, and, contrary 
to original expectations, was able to show a slight profit over the whole period of 
its operation. Dr. Harriss describes the origins and policy of the Corporation 
and considers the factors that contributed to its financial success. | 


JAFFE (A. J.) and Stewart (C. D.). Manpower Resources and 
Utilization. Principles of Working Force Analysis. New York: 
John Wiley (London: Chapman and Hall), 1951. 9”. Pp. xii+ 
532. 52s. 


[To be reviewed. ] 


KissELGorF (A.). Factors Affecting the Demand for Consumer 
Instalment Sales Credit. Technical Paper No. 7. New York: 
National Bureau of Economic Research, 1952. 12”. Pp. ix + 70. 
$1.50. 


[This econometric study proceeds partly by means of single-equation multiple 
correlation and partly by means of the more modern equation-system technique. 
The conclusions reached on the basis of data relating to the period 1929-41] 
are that fluctuations in the demand for instalment credit are a function mainly 
of the current level of income and of the size of the monthly instalment payment, 
and that the demand, especially for automobile sales credit, has been subject 
to certain long-period depressive tendencies of which the most important has 
perhaps been the accumulation of liquid assets by consumers. These depressive 
tendencies evidently gained in strength after 1941, for in 1948 the demand for 
instalment credit was considerably less than the equations derived for the earlier 

ears would have suggested. The evidence does not support the view that manipu- 
ation of credit terms is likely to have much effect on the amount of instalment 
sales credit and hence on consumer expenditure. } 


Minus (C. WricHT). White Collar: The American Middle Classes. 
New York : Oxford University Press (London : Geoffrey Cumberlege), 
1951. 83”. Pp. xx + 378. 30s. 


[To be reviewed. ] 


Monetary Policy to Combat Inflation. A Statement by the Con- 
ference of University Economists called by the National Planning 
Association at Princeton, New Jersey, October 12-14, 1951. Special 
Report No. 31. Washington: National Planning Association, 
1952. 8”. Pp. 165. 

[This statement signed by several of America’s leading economists emphasises 
the importance of monetary policy in the control of inflation, and suggests various 
means by which Federal Reserve policy might be strengthened or made more 
effective. Professor Hansen and a number of others write notes in dissent or 
qualification. } 


Moore (A.). Underemployment in American Agriculture. A 
Problem in Economic Development. Prepared for the NPA Agri- 
culture Committee on National Policy. Planning Pamphlets No. 77. 
Washington: National Planning Association, 1952. 8’’. Pp. viii+ 
91. 75c. 


[This is a sensible and well-argued treatment of its subject on a more or less 
popular plane. The author holds that whatever may be done to raise productivity 
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on farms in low-income regions, a considerable reduction in the proportion of 
the population of those regions dependent on agriculture is essential in the 
interests of the most economic use of the nation’s labour force. | 


NaTIoNAL BuREAU OF Eoonomic RESEARCH. Studies in Income 
and Wealth. Volume 14. Conference on Research in Income and 
Wealth. New York: National Bureau of Economic Research, 1952. 
9”. Pp.x + 276. $3.50. 


[To be reviewed. ] 


Newman (P. C.). Development of Economic Thought. New 
York: Prentice-Hall, 1952. 93”. Pp. xiv -+ 456. $5.00. 
[To be reviewed. ] 


Nicnotts (W. H.). Price Policies in the Cigarette Industry. A 
Study of “‘ Concerted Action ” and Its Social Control, 1911-50. Nash- 
ville: The Vanderbilt University Press, 1951. 9’. Pp. xix + 444. 
$6.00. 

[To be reviewed. ] 


Reap (J. M.). Magna Carta for Refugees. New York: United 
Nations Department of Public Information, 1951. 7”. Pp. 54. 25c. 
[The text of the Convention Relating to the Status of Refugees recently 


concluded under United Nations auspices, with a commentary by the United 
Nations Deputy High Commissioner for Refugees. ] 


Stem (H.) (Ed.). Public Administration and Policy Develop- 
ment. A Case Book. New York: Harcourt, Brace, 1952. 94”. 
Pp. xlv + 860. $5.00. 

[This volume makes available in book form twenty-six case studies illustrative 


of problems of practical public administration that were originally published as 
separate pamphlets by the Public Administration Committee.] 


Viner (J.). International Economics. Glencoe, Illinois: The 
Free Press (London : Allen and Unwin), 1952. 93”. Pp. 381. 40s. 


[To be reviewed. ] 


Watticn (H. C.) and Apter (J. H.). Public Finance in a De- 
veloping Country. El Salvador—A Case Study. Cambridge, Mass. : 
Harvard University Press (London: Geoffrey Cumberlege), 1951. 
8}. Pp. xviii + 346. 40s. 


[To be reviewed. ] 


Wickizer (V. D.). Coffee, Tea and Cocoa. An Economic and 
Political Analysis. Stanford University Food Research Institute 
Studies. Stanford University Press (London: Geoffrey Cumberlege), 
1951. 9. Pp. xiii + 497. 40s. 


[To be reviewed. | 


French 


Rist (C.). Histoire des doctrines relatives au crédit et & la 
monnaie depuis John Law jusqu’& nos jours (2nd edition). Paris: 
Recueil Sirey, 1951. 10”. Pp. 540. 1,500 frs. 


[The English translation of the first edition of Professor Rist’s remarkable 
work was reviewed by Professor E. V. Morgan in the Economio JourNaL of 
June-September 1940. The second edition is augmented by a chapter in which 
Professor Rist reviews developments of the last ten years in the light of his central 
a that the precious metals alone can provide a satisfactory monetary 
medium. ] 

No. 246—VoL. Lx1. II 
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BountaTiANn (M.). Le probléme du plein emploi et les experts deg 
Nations Unies. Paris: Librairie Recueil Sirey, 1951. 94’. Pp. 32. 


[This is a reprint from an issue of the Revue d’ Economie politique (No. 6, 1950), 
M. Bouniatian discusses the report of the group of experts on “ National and 
International Measures for Full Employment ” and is very critical of the reasoning 
and recommendations which it contains. In his view the essential cause of de- 
pressions is the rigidity of money wages. He attributes the inflexibility of prices 
largely to this cause, and argues that if money wages are allowed to fall at the onset 
of the crisis with a consequential fall in prices, unemployment will be avoided or 
contained. M. Bouniatian is perhaps a little optimistic in this respect, since he 
does not appear to consider that producers might react unfavourably to falling 
prices. ] 


Gurrron (H.). L’Objet de l’Economie Politique. Suivi d’Ob. 
servations de Léon Dupriez et Francesco Vito et d’une Bibliographie 
analytique et critique. Bilans de la Connaissance Economique No. 2. 
Paris: Librairie Marcel Riviere, 1951. 9”. Pp. 196. 450 frs. 


[This book is one of a series of studies which has been inspired by much the 
same idea as the Survey of Contemporary Economics which Professor Ellis edited, 
Professor Guitton contributes a careful monograph on the development of the 
discussions of the nature and objects of Economics, and selects what he considers 
the outstanding problems. Professors Dupriez and Vito add comments. A 
bibliography of appropriate books and articles with a résumé of their content is 
appended. Economists are everywhere busy in the analysis of questions which 
seem to them to be recognisably part of the domain of their science. What might 
be called the philosophical problems arise out of the important question : whatis 
the economic as distinct from any other relation? Even to pose this question is 
to raise another, of how far it is an economic aspect of things which is relevant 
and how far it is the economic thing. Professor Guitton examines the various 
conceptions and distinguishes between economics as a science ruled by proper 
scientific indifference and economics as a branch of affairs. But while agreeing 
with him that all is not well in some of the “ scientist ’’ definitions as they have 
been formulated, is it really too hard to think in terms of an Economics separated 
from value judgments? A good deal of modern writing seoms to suggest that it 
is not.] 


Institut NATIONAL DE LA STATISTIQUE ET DES ErupDES Koono- 
miIquEs. L’Australie. Paris: Presses Universitaires de France, 1951. 
93”. Pp. 198. 4 maps. 1,000 frs. 


[This is the fourth study in the series of ‘‘ Mémentos Economiques ”? published 
by the I.N.S.E.E. A great deal of valuable information has been set out, mostly 
in statistical tables, on economic activity in Australia. The growth in the relative 
importance of manufacturing since 1939 is clearly brought out.] 


Luxembourg 


Granp-Ducut pe LuxemBoure Ministre Des Arrarres Econo- 
MIQUES. La Fortune Nationale du Grand-Duché de Luxembourg en 
1950. Cahiers Economiques du Service d’Etudes No.1. Luxembourg: 
Service d’Etudes et de Documentation Economiques, 1951. 9}. 
Pp. 63. 40 frs. 


[The authors of this attempt to evalute the national capital of Luxembourg 
are well aware of the difficulty of the task. They realise that strong doubts might 
be entertained as to the usefulness of such estimates and the validity of the 
concept. They define the national capital as ‘the sum of economic goods” 
measured by “ the inventory method.” The inferences which might be drawn 
from the estimates must be few and very cautious. The most acute problem 1s 
probably that results which appear to be statistically sensible need not be econo- 
mically meaningful. ] 
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German 


ArnoLp (B.). Die Grundlagen der Tarifpolitik fiir den Nordostsee- 
kanal. Kieler Studien No. 20. Kiel: Institut fiir Weltwirtschaft an 
der Universitat Kiel, 1951. 83%’. Pp.v +75. DM. 5. 


[It is not very often that one is able to find economic theory used as a frame- 
work of analysis in German works on applied economics. Dr. Arnold’s study of 
the pricing policy of the Kiel Canal is a notable exception. It is admirably clear 
in exposition and extremely interesting for teacher and researcher alike. Apply- 
ing the theory of monopoly as found in the work of Erich Schneider, he shows how 
the elasticity of demand for the services of the canal depends largely on the cost of 
using the alternative route to the Baltic provided by the Skaggerak. Thus the 
elasticity varies for different types of shipping, béing high for larger craft with high 
speeds and relatively low for small and slow craft. Subjective factors such as the 
preference of some captains for navigation in open waters may also be important. 
Committed to a policy of covering total costs including provision for amortisation 
of borrowed capital, the canal authorities only gradually discovered the advantages 
of a discriminatory pricing policy based on tonnage; and even then they found 
difficulty in fulfilling their object. Dr. Arnold illustrates his theme by a useful 
historical survey of the changes in pricing policy, by statistical data, and he 
displays a good grasp of the technical problems of the shipping industry and 
their influence on the economic behaviour of shipping companies. ] 


AtBreout (K.). Probleme und Methoden der wirtschaftlichen 
Integration. Kieler Vortrage Neue Folge No. I. Kiel: Institut fiir 
Weltwirtschaft an der Universitat Kiel, 1951. 93’. Pp. 25. DM. 
1.50. 


[The author, head of the Economics section of the Marshall Plan Ministry in 
Bonn, reviews the various forms of international economic co-operation. Dr. 
Albrecht preserves a healthy scepticism throughout his review of the various forms 
of European union mooted in the last few years. After an extensive survey of 
recent literature, he concludes that the pre-condition of any form of European 
union is the restoration of multi-lateral world trade and the participation of 
Canada and the United Statesin E.P.U. An English résumé is provided.] 


Bicuner (R.). Grundfragen der Wirtschaftspolitik. Berlin : 
Duncker and Humblot, 1951. Pp. 46. 


[Originally an article published in Schmollers Jahrbuch, this brochure provides 
a general review of the relation between economic theory and political policy.] 


NEuUMARK (F.) and SAUERMANN (H.) (Eds.). Beitrage zur Geld und 
Finanztheorie. Tiibingen: J.C. B. Mohr, 1951. Pp. xix + 145. 


[This book comprises a set of essays by various authorities on the theory of 
money and public finance in honour of Wilhelm Gerloff, one of the best-known 
German writers on these subjects and editor of the new edition of the Handbuch 
der Finanzwissenschaft. With the exception of Laufenburger’s contribution on 
the psychological aspects of taxation, written in French, all contributions are in 
German. The essays by Dobretsberger, Sauermann, Stucken and Welter pursue cer- 
tain problems in monetary theory with which Professor Gerloff has been associated. 
Professor Neumark contributes an erudite study of the classification of taxes. 
However, the essays which will most interest the Anglo-Saxon reader are those on 
problems of fiscal policy, particularly the contributions of Répke and Schmélders. 
Both writers are worried about the growing acceptance of Keynesian theory. 
Professor Répke’s views on the subject are well known and require no repetition. 
It is interesting to note that in this contribution he recognises various political 
shades of Keynesianism. Professor Schmélder’s views deserve to be better known. 
He rightly points out that many of the previous claims of supporters of functional 
finance are now shadows of their former selves. His criticisms, it is true, are of a 
negative character, but they contrast favourably with the rather crude polemics 
&gainst modern macro-economics found in the modern German literature. ] 
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STAVENHAGEN (G.). Geschichte der Wirtschaftstheorie. Gottingen: 
Vandenhoeck and Ruprecht, 1951. 9’. Pp. 320. DM. 19.50. 


[Dr. Stevenhagen has managed to mention over 400 economists in this survey 
of economic theory from Aristotle to the present day. It is inevitable, therefore 
that some parts of the books read like a catalogue rather than an exposition, 
However, this does less than justice to the writer, for certain parts of the book 
particularly those chapters on the German Historical School and its critics and the 
theory of location, are very readable if highly compressed. A feature of the book 
is the treatment of later theory according to subject. Very careful attention js 
_ to British nineteenth-century writers on monetary matters, but missing 

tom the discussion of modern value theory is J. R. Hicks. A comprehensive 
bibliography concludes every chapter. ] 


Austrian 


Die dsterreichische Wirtschaft seit Kriegsende. Vienna: Oster. 
reichisches Produktivitats-Zentrum, 1951. 84’ Pp. 45. 
[A popular account of the progress of the Austrian economy since 1945 which 


provides statistics for all the major industries and is illustrated with pictures of 
reconstructed factories and public buildings.] 


Swiss 


SIMONDE DE Sismonp1 (J.C. L.). Nouveaux Principes d’Economie 
Politique ou de la richesse dans ses rapports avec la population (third 
edition). VolumelI. Geneva: Jeheber, 1951. 93’. Pp. 345. S.fr. 
12. 

[While M. Sotiroff, in his preface to this edition, seems to claim too much for 
Sismondi, it is, as usual, a salutary experience to find in the writings of one hun- 
dred and twenty-five years ago, the glittering traces of modern thought. In the 
fourth book of this volume Sismondi deals with commerce and industry and devel- 
ops his notion of over-expansion being generated through over-optimism on the 
part of producers and depression through the failure of effective demand. Many 
elements in the system which are familar to modern economists are recognisably 
present in this work. They are frequently only partially seen and inadequately 
connected, but it is a stimulating experience to find them.] 


Dutch 


TINBERGEN (J.). Business Cycles in the United Kingdom, 1870- 
1914. Amsterdam: North-Holland Publishing Co., 1951. 10}”. 
Pp. 139. f. 12.50. 


[To be reviewed. |} 


Italian 


METROECONOMICA (International Review of Economics). Economie 
Essays in Honour of Costantino Bresciani Turroni. By M. ALLals, 
E. Fossatr, R. Frisco, 8S. E. Harris, A. Maur, J. Marscuak, H. 
NetssEr, F. Outzs, G. U. Pari, R. Roy, G. L. 8S. SHackue and J. 
TINBERGEN. Bologna and Trieste: Licinio Cappelli, 1949. 94". 
Pp. 255. L. 3,000. 

[This collection of essays comprises four consecutive issues of Metroeconomica. 


The contributions in English, French and German cover a wide range of topics 
in theoretical economics and econometrics. ] 
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Egyptian 


Moursi (F.). Le Probléme des Balances Sterling de l’Egypte. 
Cairo: La Faculté de Droit de l'Université Farouk Ier, 1950. 94”. 
Pp. 43. 


{In this extract from the review Al Houquog, Dr. Moursi makes a statistical 
analysis of the Egyptian sterling balances and discusses their nature. He is not 
altogether intemperate in his view of the United Kingdom’s capacity to liquidate 
these balances, but the events of the past year may incline him to feel less sanguine. ] 


Japanese 


Kosuimora (S8.). Diagram of Economic Rotation; together with 
its mathematical analysis. Tokyo: Maeno-Shoten, 1951. 10”. 
Pp. ii + 67. 


[To be reviewed. ] 


Official 


BriTIsH 


Annual Report of the East African Sisal Industry comprising The 
Tanganyika Sisal Growers’ Association and The Kenya Sisal Growers’ 
Association. Report and Accounts for the Year ended 3lst December 
1950, and Estimates for 1951. Report for the Year 1950, Sisal Research 
Station, Mlingano. Tanga: The Tanganyika Sisal Growers’ Associa- 
tion, 1951. 103’. Pp. 98. 

[This contains some useful statistical and factual information about production, 
labour supplies and research. ] 


Busia (K. A.). Report on A Social Survey of Sekondi-Takoradi. 
Accra and London: Crown Agents for the Colonies (on behalf of the 
Government of the Gold Coast), 1950. 8}. Pp. 164. 7s. 6d. 

[This most interesting social survey of the town of Sekondi-Takoradi in 
the Gold Coast covers a wide range of the social problems with which the Gold 
Coast Government is confronted. They include housing conditions, occupations 
and earnings, problems of married life and divorce, school training as a preparation 
for employment, municipal government, religions, political and other associations, 
juvenile delinquency and a variety of other aspects of social failure. Mr. Busia, 
who acted as head of an African team of investigators, holds a D.Phil. of Oxford 
University. ] 


GOVERNMENT OF CANADA. DEPARTMENT OF TRADE AND COMMERCE. 
Private and Public Investment in Canada 1926-1951. Ottawa: 
The King’s Printer, 1951. 114”. Pp. 254. $2.00. 

[This extremely full statistical survey of the course of investment in different 


sectors of the Canadian economy during the past twenty-five years will be an 
invaluable source book to all students in the field.] 


Mepuicotr (W. N.). The Economic Blockade. Vol. I. History 
of the Second World War; United Kingdom Civil Series. Edited by 
W. K. Hancock. London: H.M. Stationery Office and Longmans, 
Green, 1952. 9}. Pp. xiv + 732. 35s. 

[To be reviewed. ] 

Ministry oF Foop. The Urban Working-Class Household Diet 


1940-1949. First Report of the National Food Survey Committee. 
London : H.M. Stationery Office, 1951. 10”. Pp. vi+- 114. 3s. 6d. 


[To be reviewed. ] 
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The New Zealand Economy, 1939-1951. A Survey Presented by 
The Right Hon. 8. G. Holland, Prime Minister and Minister of Finance, 
Laid on the Table of the House of Representatives by Leave. Welling. 
ton: R. E. Owen, Government Printer, 1951. 10”. Pp. 71. Is. 6d, 

[This survey endeavours to set out the principal economic changes that have 
taken place in New Zealand since the outbreak of the war. It is a useful com- 
pilation containing much of interest, although inevitably some topics, notably 
those connected with foreign trade, have had to be passed over very cursorily 
in the short space available. In considering the various means at the disposal 
of the authorities for the control of inflationary pressure, the authors point out 
that capital investment in New Zealand has not yet fully made up the arrears 
accumulated during the war, and they are therefore of opinion that any reduction 
in the level of investment at the present would be undesirable. ] 


OnTARIO BUREAU OF STATISTICS AND RESEARCH. Third Annual 
Economic Survey, 1951. Prepared by the Department of the Treasurer 
and authorized by the Hon. Leslie M. Frost, Prime Minister and 
Provincial Treasurer. Toronto: Ontario Bureau of Statistics and 
Research, 1951. 14’. 

[This consists of a series of statistical tables relating to the economic and 


social structure of the Province of Ontario. Separate tables are given for each 
of the nineteen zones into which the Province has been divided for this purpose.] 


AMERICAN 


Unitep States CHAMBER OF COMMERCE. How Much Can Our 
Economy Stand? An Examination of the Impact of Taxes and 
Expenditures. A Report of the Committee on Economic Policy. 
Washington : U.S. Chamber of Commerce, 1951. 9’. Pp. 34. 50c. 


[A statement of the case against an excessively high level of taxation on the 
grounds of its alleged effects on the supply of savings and on incentives.) 


UNITED StTaTES CHAMBER OF COMMERCE. The Price of Price 
Controls. A Report of the Committee on Economic Policy. 
Washington : U.S. Chamber of Commerce, 1951. 9’. Pp. 53. 50c. 

(This exposition of the case against price controls is a skilful piece of work, 
and the authors succeed in presenting some convincing instances of the inefficiency 
of price controls and of the distortions to which they give rise, especially when 
unaccompanied by rationing or other such supplementary measures. They 
do not, however, make any serious attempt to consider the efficacy of the alterna- 
tive means available for dealing with the problems which price control is designed 
—perhaps ill-designed—to meet, and their argument at several points appears to 
be tainted with the journalistic fallacy that higher prices are nature’s cure for 
a general excess of demand over supply.]} 


UniTED StaTEs DEPARTMENT OF COMMERCE. National Income 
and Product of the United States, 1929-1950. A Supplement to the 
Survey of Current Business. Prepared by the National Income Division 
under the direction of G. Jaszi and C. F. Schwartz. Washington: 
U.S. Government Printing Office, 1951. 12”. Pp. vi + 216. 


[To be reviewed. ] 


INTERNATIONAL 


INTERNATIONAL BANK FOR RECONSTRUCTUION AND DEVELOPMENT. 
The Economic Development of Guatemala. Report of a Mission 
sponsored by the Bank in collaboration with the Government of 
Guatemala. Washington: IBRD, 1951. 83”. Pp. xviii + 306. 
6 maps. $5.00. 


[To be reviewed. ] 
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT. 
The Economy of Turkey. An Analysis and Recommendations for a 
Development Program. Report of a Mission sponsored by the Bank 
in collaboration with the Government of Turkey. Washington : IBRD, 
1951. 84. Pp. xxv + 276. $5.00. 


[The most important of the recommendations made by the mission whose 
findings are here reported is that greater attention should be given to raising 
productivity in agriculture than has been the case hitherto in the development 
and industrialisation projects of the Turkish government. The mission also 
recommends a retreat from the étatisme which has characterised Turkish economic 
policy in the last twenty years. | 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT. 
Report on Cuba. Findings and Recommendations of an Economic and 
Technical Mission organized by the Bank in collaboration with the 
Government of Cuba in 1950 and under the direction of F. A. Truslow. 
Washington: IBRD, 1951. 9}”. Pp. xxiv + 1049. 6 maps, 4 
appendices. $7.50. 


[To be reviewed. ] 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT. 
Sixth Annual Report to the Board of Governors, 1950-1951. 
Washington: IBRD, 1951. 11”. Pp. 70. 


[This survey of the work of the Bank during the year beginning July 1, 1950, 
and ending June 30, 1951, follows the lines laid down in its reports of previous 
years. ] 


INTERNATIONAL LaBouR OFFICE. Labour Policies in the West 
Indies. Studies and Reports, New Series No. 29. Geneva: I.L.0O. 
(London: Staples Press), 1952. 94”. Pp. iv + 377. 13s. 6d. 


[A full and detailed report prepared by two officials of the International 
Labour Office which covers a wide range of social and economic problems in the 
West Indies. It discusses at length, and in relation to the various British, 
United States, French and Netherlands territories, such problems as the general 
economic and social background, war-time and post-war trends, man-power 
supplies, the machinery of industrial relations, wages, hours and conditions of 
work, the care of women and children, social security provisions and labour 
legislation. It finally emphasises both the desirability of establishing new in- 
dustries as a broader basis of support for these communities and, within the 
present framework, more positive efforts to solve the problems of land settlement 
and to improve vocational training facilities. ] 


“InrerwationaL Lasour Orrice. Vocational Training in Latin 
America. Studies and Reports, New Series No. 28. Geneva: I.L.0. 
(London : Staples Press), 1951. 93”. Pp.iv + 319. 12s. 


[A detailed survey of the facilities available in the several Latin American 
states is preceded by a more general discussion of the background of the problem. 
The widespread tendency of Latin American governments to impose restrictions 
on the employment of foreign technicians makes the improvement of vocational 
training a matter of some urgency, but progress is hampered by the high illiteracy 
pee and the anxiety of parents to place their children in gainful employment at an 
early age. | 


INTERNATIONAL LaBour Orrick. Year Book of Labour Statistics, 
1949-50. llthissue. Geneva: I.L.0. (London: Staples Press), 1951. 
12”. Pp. xviii + 431. Paper 30s.; Cloth 36s. 


[The principal innovations in this issue of the year book is the presentations 
of separate tables for four major divisions of economic activity—manufacturing, 
mining, construction and transport—in the chapters relating to employment, 
hours of work and wages. ] 
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INTERNATIONAL MonETARY Funp. Summary Proceedings of the 
Sixth Annual Meeting of the Board of Governors, September 195). 
Washington : International Monetary Fund, 1951. 9”. Pp. ix + 193, 

[The proceedings include addresses by the Chairman of the Board of Governors 


of the Fund and by its new Managing Director, Mr. Ivar Rooth, formerly Governor 
of the Central Bank of Sweden.] 


Unitep Nations. Formulation and Economic Appraisal of De. 
velopment Projects. Lectures delivered at the Asian Centre on 
Agricultural and Allied Projects Training Institute on Economic 
Appraisal of Development Projects, Lahore, Pakistan, October- 
December 1950. New York: United Nations (London: HM. 
Stationery Office), 1951. 9”. Vol. I. Pp. xiv + 473. 228. 64, 
Vol. II. Pp. vii + 300. 17s. 6d. 


[To be reviewed. ] 


UnitEp Nations. National Income and Its Distribution in 
Under-developed Countries. Statistical Papers, Series E No. 3. Pre. 
pared by the Statistical Office in the Department of Economic Affairs, 
New York: United Nations (London: H.M. Stationery Office), 1951. 
11”. Pp.vi+ 35. 3s. 

[This paper contains a comparison based on figures for years between 1945 
and 1949 of the levels of income in the various countries of the world for which 
data are obtainable and an analysis of the source of this income according to the 
major branches of industry. One striking conclusion emerging is that the United 
Kingdom is apparently the only country in the world where the value of output 
per worker is not lower in agriculture than in the rest of the economy. The bulk 
of the paper is taken up with a detailed analysis of the distribution of income 
between different sections of the population in Northern and Southern Rhodesia, 
Kenya, Chile, Peru, Venezuela, Cuba, Puerto Rico, Japan, Italy, Denmark and 
the United States.] 


United Nations. Report of the United Nations Mission of 
Technical Assistance to Bolivia. Prepared by the Technical Assistance 
Administration. New York: United Nations (London: HM. 
Stationery Office), 1951. 11”. Pp. viii + 128. Ils. 

[A review of the present economic, social and political structure of Bolivia, 
with recommendations concerning the measures required for the execution of an 
organised development programme. | 


Unitep Nations DEPARTMENT oF Economic Arrarrs. Balance 
of Payments Trends and Policies, 1950-1951. New York: United 
Nations (London: H.M. Stationery Office), 1951. 9”. Pp. 50. 38. 

[This brief survey is based on the replies of governments to a United Nations 
questionnaire on international payments and trade policy, and is a sequel to the 
similar recent publication entitled Problems of Unemployment and Inflation 
1950-51.] 

Unrrep Nations DepartTMENT oF Economic Arrairs. Economic 
Survey of Europe in 1951. Prepared by the Research and Planning 
Division, Economic Commission for Europe. Geneva: United 
Nations (London: H.M. Stationery Office), 1952. 11”. Pp. u+ 
243. Ils. 


[To be reviewed. ] 


Unrtrep Nations DEPARTMENT OF Economic AFFrairs. Economic 
Survey of Latin America, 1949. Prepared by the Secretariat of the 
Economic Commission for Latin America. New York : United Nations 


(London : H.M. Stationery Office), 1951. 9”. Pp. x + 536. 27s. 6d. 


[To be reviewed. | 
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UnitED Nations DEPARTMENT OF Economic ArFrarrs. Labour 
Productivity of the Cotton Textile Industry in Five Latin-American 
Countries. New York: United Nations (London: H.M. Stationery 
Office), 1951. 11”. Pp. x + 293. 22s. 6d. 


[To be reviewed. ] 


Unitep Nations DEPARTMENT OF Economic ArFrairs. Land Re- 
form. Defects in Agrarian Structure as Obstacles to Economic 
Development. New York : United Nations (London : H.M. Stationery 
Office), 1951. 9”. Pp. vi+ 101. 5s. 

[This report covers a good deal more than the title might suggest. It includes 
much useful information both about optimum sizes of holdings and actual sizes 
in many parts of the world, and about the structure and organisation of agricul- 
ture in various countries, as well as about measures of agrarian reform. ] 


UnitepD Nations DEPARTMENT OF Economic AFFrarrRs. Measures 
for International Economic Stability. Report by a Group of Experts 
appointed by the Secretary-General. New York: United Nations 
(London : H.M. Stationery Office), 1951. 9’. Pp. vii + 48. 3s. 


[To be reviewed. ] 


Unitep Nations Economic CoMMIssION FoR Evurops. Annual 
Bulletin of Transport Statistics 1950. Second Year. Prepared by the 
Transport Division. Geneva: United Nations (London: H.M. 
Stationery Office), 1951. 11”. Pp. 76. 5s. 

[The statistical tables are preceded by a comprehensive review of the transport 
situation in Europe in 1950.] 


UnitED Nations Economic Commission FOR Europe. The 
European Tractor Industry in the Setting of the World Market. 
Study prepared by the Industry and Materials Division. Geneva: 
United Nations, 1952. 11”. Pp. vi + 152 and appendices. 

[The two parts of this study consist respectively of a survey of the present 
structure and capacity of the tractor industry in different European countries, 
including the Soviet Union, and in the United States, and of an evaluation of the 
likely future course of demand. In 1950 there was a tendency for demand to fall 
short of capacity, but this does not mean that world requirements were being 
met: “there is a tremendous potential scope for the absorption of tractors 
by the less developed countries. . . . the principal difficulty will be to convert 
potential requirements into actual effective demand. Herein lies the real 
problem of the tractor industry.”’] 


Unitep Nations Economic Commission FOR Europes. Legal 
Aspects of Hydro-electric Development of Rivers and Lakes of Common 
Interest. Prepared by the Committee on Electric Power. Geneva : 
United Nations, 1952. 11”. Pp. viii + 333. 


_ [The purpose of this study is to provide to interested governments full and 
impartial documentation on this problem in international law.] 


Unitep Nations TECHNICAL ASSISTANCE ADMINISTRATION. 
Standards and Techniques of Public Administration with special 
reference to Technical Assistance for Under-developed Countries. 
Report by the Special Committee on Public Administration Problems. 
New York : United Nations (London: H.M. Stationery Office), 1951. 
9”. Pp. vi-+ 65. 38. 9d. 

[This report by a United Nations special committee emphasises the im- 
portance of improvements in administrative standards for the achievement of 
economic and social progress in under-developed countries, and suggests various 
methods by which this improvement might be brought about. |] 
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